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A world-wide banking 
service 





















Besides more than 1900 branches in England and Wales, Lloyds Bank 





has offices in India and Burma and agents and correspondents throughout 





the British Empire and in all parts of the world. It is thus in a position. 
either directly or through its connections. to undertake every kind of 
international banking business. Deposits with the Bank exceed three 


hundred and fifty million pounds. 





Lloyds Bank Limited 


Head Office: 71 Lombard Street. London, E.c.3 
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Capital and Reserves : 


Fmk. 426,000,000 


Head Office: 
) 7, WATER ST., LIVERPOOL. | 
{ London Office: | 
68, LOMBARD ST., E.C.3. | 
Mazchester District Office: 
43, SPRING GARDENS. 
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KANSALLIS-OSAKE-PANKKI 


(National Joint Stock Bank) 


Capital Paid Up and Reserves © £7,777,990 
Deposits, etc., at 31 Dec. 1930 £78,562,603 


The Bank has over 570 Offices, and Agents 
in all the principal towns at home and 
abroad. 





All descriptions of Banking, 
Trustee and Foreign Exchange i 
Business transacted. The Bank is 
Prepared to act as Registrar for 
Public and Corporate Bodies. 


Head Office: HELSINKI 
(Helsingfors) FINLAND 


ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter, 1727 











CAPITAL (FULLY PAID) £3,780,192 RESERVE FUND £3,780,926 
DEPOSITS £50,387,090 
CORRESPONDENTS OVER 200 YEARS OF TOTAL NUMBER 
THROUGHOUT THE OF BRANCHES 
ENTIRE WORLD COMMERCIAL BANKING 245 
London—City Office: é 49 CHARING CROSS, S.W.1 
3 BISHOPSGATE, E.C.2 West End (London) Offices! 1 Pte — r ngs pase sper 9 coor ge 
(64 NEW BOND STREET, 1 


Head Office: EDINBURGH 


General Manager : SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. 
AFFILIATED BANK - WILLIAMS DEACON’S BANK Ltd. 


(Members of the London Lankers’ Clearing House). 





BUSINESS WITH ECUADOR, SOUTH AMERICA. 


Our wide connections in the Ecuadorian market, which can be ascertained by the 
number of our clients—more than 16,000 accounts are kept with us—and the volume of 
our deposits, which exceeds the combined deposits held by all the other commercial banks f 
in Guayaquil, place us in a position to furnish our friends abroad with reliable data 
regarding local firms and give them an efficient service in the handling of their collections. 


If you have not yet made use of our services in connection with your dealings in 
Ecuador, give us a trial. We feel certain you will kecome one of our best clients. 


OUR COLLECTION CHARGES ARE THE LOWEST IN THIS MARKET. 


London Correspondeni 


THE NATIONAL CITY BANK OF NEW YORK. MIDLAND BANK LIMITED. 
BARCLAYS BANK LIMITED. LLOYDS BANK LIMITED. 


LA PREVISORA NATIONAL BANK OF CREDIT 
GUAYAQUIL — ECUADOR — SOUTH AMERICA. 


NATIONAL BANK OF EGYPT. 


(Incorporated in Egypt. Liability of Members is Limited.) 


HEAD ‘OFFICE : CAIRO. | 


FULLY PAID CAPITAL - - - - - £3,000,000. 
RESERVE FUND .- - - : - - £3,000,000. 











London Agency : 


6 and 7 KING WILLIAM STREET, E.C.4. 











PS . . - 4 
Branches in all the Principal Towns in j 
__EGYPT and the SUDAN. 
ESTABLISHED 1880. (Incorporated in poe 
Capital Subscribed ane ray Pale - - Yen 100,000,000 ; 
Reserve Fund - - - - Yen 115,000,000 
Head Office: YOKOHAMA. 
Brancues and AGeNcresat Alexandria, Batavia, Berlin, Bombay, Canton, Calcutta, Changchun, Dairen (Dalny), 
Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi. Kobe, London, 
Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, Rio de 
Janeiro, Samarang, San Francisco, Seattle, Shanghai, Shim« onoseki, Singapore, Sourabaya, Sydney, Tientsin, 
Tokyo, Tsingtau. 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 
Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits received ; 
tor fixed periods at rates to be obtained on application. 

London Office :—7 Bishopsgate, London, E.C.2 
D. NOHARA, Manager. 
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Edward Tann 
Founder 1795 


Although, in these days of advanced 
science, the idea of impregnability cannot 
be represented adequately by the symbol 
of a safe or steel door, nevertheless, 
to-day, as yesterday, the most secure 
protection against every risk is both 
exemplified and ensured by the name 


alone of John Tann. 


JOHN TANN LID., 117 NEWGATE ST., LONDON, E.C.1 
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Write for detailed 
information, or a 
demonstration — 
without obligation 
—to Burroughs 


Banks Department. 


BURROUGHS TYPEWRITER 












ACCOUNTING MACHINE 


EFFICIENT — adds and subtracts electrically . . . types full | 
description ... several records at one operation . .. | 
with full-width, detailed journal sheet. | 

SPEEDY — easy insertion and alignment of forms . . . auto- 
matic punctuation . . . automatic tabulation to required 
printing point . . . complete dale recorded automati- | 
cally in any desired position. 

AUTOMATIC — computation of balances . . . signalling of 
overdrafts . . . accumulation of totals and balances } 

. printing of totals and balances by depression of 
a single key—no copying {rom dials. 

FLEXIBLE —used on all Bank routine operations—from listing 
Incoming Clearings to posting Ledgers and Statements 
and taking Trial Balances. Ideal general utility ' 
machine for Branches. 


Burroughs 


BURROUGHS ADDING MACHINE LIMITED 
Chesham House, 136, Regent Street, London, W.1. | 
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THE BANKER 


A Banker’s Diary 


Mid-March—Mid-April 


TuIs year Easter came only a few days after the end of 
the March quarter, and so the holiday demand for 
currency with its depletion of money market 
The Money resources coincided with the demand _ for 
Market funds wegen is usually in evidence at the 
end of a quarter. There was also an un- 
usually heavy foreign exc hange settlement, duetothe recent 
movements of short money to London, while payments 
for new Treasury bills were concentrated on Monday and 
Tuesday, March 30 and 31, as applicants the rg 
week tendered largely for the popular end-of-June 
maturity. The result was extreme monetary stringency 
over the turn of the quarter. A large amount had to be 
borrowed at the Bank, and it was a fortnight before the 
Bank was finally repaid. 


THOUGH the principal foreign exchanges have lately been 
more favourable to sterling, so that the Bank of E ngland 
has lately secured the bulk of the Cape gold 

Discount on offer in the market each week, it has still 
Kates been felt desirable to keep the three 
months’ market discount rate at a minimum 

level of 2; per cent. There is a large amount of foreign 
money lodged in London either on deposit or invested in 
sterling bills, and much of this money was attracted to 
London by the open market policy of the Bank and its 
influence upon discount rates early in the year. The bills 
bought on foreign account at that time are now beginning 
to mature, and if sterling is to hold its ground, it is 
essential that the proceeds of those bills should be retained 
in London. Already it is reported that the Americans 
are not renewing their bills, but are either placing their 
money on deposit in London or else taking it home 
again; and recent fluctuations in the franc also suggest 
that some French money has gone back to Paris. All 
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this means that as yet it is impossible to relax the efforts 
made this year to draw foreign money to London, and 
so discount rates cannot be allowed to sag. 


STERLING remained until recently at just under $4-86 
against the dollar, and, with money rates at their 
present low level, it was then just profitable 
Foreign __to ship gold if it were obtainable in London 
Exchanges at the Bank’s statutory buying price. 
Thus, while the Bank has consistently 
secured the market gold, it had at times to bid 
4d. per ounce more than its statutory price. Sterling has 
further improved against the franc, and in the middle of 
April the rate was above par, and this ultimately 
led to gold shipments from Paris to New York. 
Current fluctuations have shown, however, that it does not 
take much ‘to depress sterling by several centimes, and 
the stability of sterling cannot be regarded as assured. 
German marks have been steady at Mks. 20-40, but the 
Dutch exchange moved in favour of Amsterdam in the 
middle of April. The peseta was naturally very unsteady 
when the news of the revolution became known, and 
several South American currencies also developed weak- 
ness towards the middle of April. 


THE March clearing bank averages again reflect the influx 
of revenue and the application of a substantial part of 
the proceeds to the redemption of Treasury 
The Clearing bills. Deposits have fallen from {1,819-6 
Bank _ millions in February to £1,763-9 millions in 
Averages March, and bills from {301-2 millions to 
£240-4 millions. There was also a further 
contraction in cash from {190-0 to £184-0 millions, and 
in call money from {115-9 to {114-1 millions. The 
banks added slightly to their investments, which rose 
between the two months from {309-4 to £311-1 millions. 
Advances increased from {924-9 to {936-0 millions, this 
being the first real expansion for a very long time. Un- 
fortunately it is just as likely to reflect borrowings for the 
purpose of paying taxes, as any increased demand from 
commerce, especially as there is no sign yet of any real 
improvement in trade. Acceptances were practically 
unchanged at {121-5 millions. Their recent stability 
coincides with that of wholesale prices and the two 
K 
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together suggest that the volume of trade financed in 
London has also stabilized during the last two or three 
months. 


THE March trade returns are very mixed reading. Com- 
pared with March of last year, all items naturally record 
considerable declines, but these declines 
March were no worse than those registered in 
Overseas February, and comparing the March results 
Trade with those of recent months, their general 
impression is such as to confirm the view, 
suggested by other current indications, that trade is for 
the moment settling down at a low level. Thus March 
imports at £70-7 millions compare with figures of {63-6 
millions for February and £75-6 millions for January. 
British exports were £34-0 millions, against {31-8 millions 
in February and £37:6 millions in January. March 
re-exports were £5°4 millions, against £5-9 millions in 
February and {6-0 millions in January. The improve- 
ment since February must be discounted when it is 
remembered that March contained two more working 
days, and the January comparison is not very encouraging. 
Even so it does not appear optimistic to hope that the 
lowest point has been reached, though so far there is not 
the faintest sign of any recovery. 


THE budget for 1931-32 was opened as the BANKER was 
passing through the press, and so comment must be 
reserved until next month. Meanwhile, 

The Year’s it is salutary to place upon record the 
Revenue results for that most disappointing year 
1930-31. Direct taxation (including 

stamps) yielded £431-0 millions, against {402-4 millions 
the preceding year. The three big duties, income tax, 
sur-tax, and estate duties, came together well up to 
expectations, and, as in previous years, the real dis- 
appointment was stamps. Indirect taxes (including the 
Exchequer share of the motor duties) yielded {250-3 
millions, against {252-3 millions the preceding year. 
Here there was a big shrinkage in excise. This gave a 
total tax revenue for the year 1931-32 of {681-3 millions, 
to which was added non-tax revenue of {94-6 millions, 
making total revenue of £775-9 millions. On the expen- 
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diture side, the lower cost of Treasury bills and the 
encashment of fewer savings certificates reduced the 
interest on the National Debt to {293-2 millions, against 
£307°3 millions last year, and so an extra {14-1 millions 
was available for the Sinking Fund. Other Consolidated 
Fund Services took {9.3 millions, against {22-3 millions, 
the difference being mainly due to the cessation (under 
the derating scheme) of Consolidated Fund payments to 
local authorities. Supply services, on the other hand, 
took £429°8 millions. This was {58-3 millions more 
than the preceding year and {11-9 millions more than 
the 1930-31 budget estimates. The upshot was a total 
bill of £799-2 millions, and a deficit of {23-3 millions. 
These figures, together with those contained in the 
estimates for the current year issued last March, provided 
Mr. Snowden with most of the data for the problem 
which on April 27th he set out to solve. 


AT the end of March the City of London received a series 
of shocks. The text of the Commonwealth Bank Amend- 
: ment Bill became available, and it made 

5 see it clear that the Federal Government con- 
roe ~ templated the abandonment of the gold 
standard. Moreover, in introducing the 

Bill, Mr. Theodore, the Commonwealth Treasurer, hinted 
at difficulties in meeting obligations falling due in London 
on March 31st, and though these were duly arranged for 
when the time came, his speech created an unfortunate 
impression. Immediately after there came a bomb-shell 
from Mr. Lang, the Prime Minister of New South Wales, 
who declared that his Government did not propose to 
find the funds needed for the service of the New South 
Wales loans issued in London. According to the terms 
of the Financial Agreement Validation Act of 1929 it 
seemed likely that this default thrust the liability for 
the New South Wales loans upon the shoulders of the 
Federal Government, but for a few days there was some 
doubt in London as to whether this was the true inter- 
pretation of the Act. The Federal Government quickly 
resolved these doubts by stating that it was advised 
that it was both liable to make good this default, and 
was entitled to apply Commonwealth funds to this 
purpose, and payment was duly made to the London 
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agents responsible for the service of the New South 
Wales loans. Meanwhile, Mr. Lang’s repudiation came as 
a severe shock to Australian public opinion, especially 
as it was followed a few weeks later by the suspension 
of the New South Wales State Savings Bank. Mr. 
Lyons, who acted as Mr. Scullin’s deputy during his 
absence in London and who has since parted company 
on the questions of public economy and monetary policy, 
has come out into active and open opposition to his 
former colleagues, and the various elements opposing the 
Labour Government, embracing the National party, 
Mr. Lyons and his associates, and numerous organizations 
of a semi-political character have joined forces under the 
leadership of Mr. Lyons. To round off the story to date, 
as anticipated in the previous issue of THE BANKER, the 
Senate duly rejected the Bill providing for the issue of 
fiduciary currency, and Mr. Scullin has announced his 
decision of seeking a double dissolution. According to 
the terms of the Australian constitution, before this can 
take place the Bill must be rejected a second time by 
the Senate after a three months’ interval. The rejection 
of the Bill was the occasion for a violent outburst by 
Mr Theodore against the Commonwealth Bank on the 
ground that it was arbitrarily and unnecessarily refusing 
accommodation to the Government. It is needless to 
add that the Bank did no more than call the attention of 
the Government to the impasse into which the national 
finances are rapidly drifting. 


Two reports have lately been received from the Con- 
tinent which are of more than usual interest and import- 
ance. The first is that of the Darmstadter 

Foreign und Nationalbank, and this contains a very 
Views on the complete analysis of German economic 
Depression conditions. It admits that Germany is at 
present suffering from an inferiority com- 

plex, and does its best to dispel that feeling not only 
by pointing out the way in which Germany has survived 
the crises of the Armistice in 1918 and the currency 
collapse of 1923, but by insisting that Germany is now 
largely suffering from the world depression and from 
common economic troubles, such as the aftermath of war, 
high tariffs, the artificial maintenance of prices and 
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wages, reparations payments, and the unbalanced dis- 
tribution of capital. On this last point, however, the 
report admits that Germany is still dependent upon 
foreign capital. This, of course, is but one aspect of a 
far wider problem, namely, how to bring about the best 
distribution of the world’s available capital, both geo- 
graphically and as between long-term and short-term 
investment. It is a problem to which the second report, 
issued by the Aktiebolaget Kreuger and Toll, naturally 
addresses itself, for this undertaking has now developed 
into one of the leading financial houses of the world. 
Messrs. Kreuger and Toll cover familiar ground in their 
comments on the failure of the United States and France 
to supply the world with capital to the full extent of 
their powers, though they perhaps fail to recognize fully 
the lack of confidence felt by both countries in many of 
their neighbours as a safe medium for investment. The 
report, however, makes another suggestive point, to the 
effect that the present large industrial corporation, 
deposit bank or insurance company, in whose hands the 
bulk of the money awaiting investment now lies, pos- 
sesses far less latitude than that assumed by the private 
bankers and merchant houses of bygone days. The 
consequence is that the technique of investment is in 
practice much more circumscribed by rule and tradition, 
and so capital is not readily invested in the newer indus- 
tries, but is given too freely to trades whose day is 
already passing. This is a suggestion which bankers 
cannot be expected to accept at once, but it should at 
least stimulate them to think carefully whether it possesses 
any substance. 


THE task of developing the machinery needed to mobilize 
and distribute capital upon an international scale is 
making rapid progress, for the foundation 

L’Union Of the International Mortgage Bank at 
Inter- | Basle a month ago has been followed by the 
nationale de institution in Luxemburg of a new company 
Placements called L’Union Internationale de Place- 
ments. This company is to operate along 

the lines of a British investment trust company, but the 
significant thing about it is the large number of influential 
French interests among its subscribers including the 











IIo THE BANKER 


Suez Canal Company, the Compagnie d’Assurances 
Générales, the Compagnie le Phénix, the Société Lebon 
et Cie, the Banque de l'Union Parisienne, and Messrs. 
Maurice Rueff et Cie. Foreign subscribers include 
Messrs. Helbert, Wagg & Company, of London; Messrs. 
Labouchere & Company, of Amsterdam; Messrs. M. M. 
Warburg & Company, of Hamburg; the Credit Anstalt, 
of Vienna; and the International Manhattan Company, 
of New York. The chairman is M. Paul Tirard, and the 
managing director Mr. Robert Wolff. Dr. Carl Melchior 
ison the board. Apart from the international character of 
the company there were practical difficulties in the way 
of registering it in Paris, but though nominally a foreign 
undertaking, there is little doubt that it will provide 
another important channel for the investment of French 
capital abroad. Whatever ground there may have been 
for reproach in the past, there is little doubt that France 
is now straining every nerve to re-establish herself as an 
international long-term capital market, and the obstacles 
in the way of more rapid progress consist as much of the 
risk of lodging funds in certain of the countries where 
they are most needed as of the reluctance of the small 
French investor who still remembers the losses of the 
past fifteen years. 





Scope and Activities of the Bank 
for International Settlements 
By Pierre Quesnay 


(General Manager of the Bank for International Settlements) 


HE Bank for International Settlements has been 

before the public for a little over a year. It was 

much talked of during the discussions on the 
reparation problem, and its name is being mentioned 
widely in connection with co-operation between the 
Banks of Issue. It occupies a somewhat special place 
among the bodies which are attempting to bring about 
international collaboration in the economic and financial 
world, for its promoters were particularly careful to place 
its activities outside the sphere of politics. 
The official name of our Institution, the Bank for 
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International Settlements, in itself constitutes a pro- 
gramme. The Bank deals with international settlements, 
that is, with movements of capital from one market to 
another market, from one economic system to another 
economic system, from one currency to another currency. 
It is natural, therefore, that its sphere of activity should 
embrace all problems involving these transfers of capital, 
among the most important of which at the present time 
is the problem of reparations. This is the reason why the 
management of reparation payments has been entrusted 
to us, as one of the international settlements with which 
the Bank has to deal along with other problems which 
also involve large movements of capital. 

In addition, the activities of the B.I.S. have since its 
inception been directed towards two objects, that is, 
towards securing monetary stability and internationaliz- 
ing movements of capital. 

The Bank, which, as will be observed, has to act in 
many respects as a clearing house, holds on deposit a 
portion of the funds arising from the payment of repara- 
tions. The Exchequers of certain of the creditor Powers 
allow these payments to accumulate at the Bank as cover 
for their own political debts. The international settle- 
ment of these debts, in which the problem of transferring 
capital arises, is facilitated by the organization of such a 
clearing system. 

The service of international loans also implies the 
movement of funds from one market to another, and the 
Bank has agreed to be the érustee of such loans. It is 
not only the trustee of the Young Loan, but also of other 
foreign loans such as the International Austrian Loan 
which was floated in several centres, particularly in the 
Swiss market last July. 

Broadly, therefore, the task of the Bank is to deal 
with problems causing important transfers of funds, 
which without some organization might occasion difficul- 
ties of an exchange nature and impair the monetary 
stability and the equilibrium of the markets. Its aim is 
to prevent these important capital movements from 
creating special difficulties in the exchange of stabilized 
currencies. By grouping these settlements together it is 
very often possible to balance them and so to avoid their 
having any disturbing effect on the markets. 
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For the Bank for International Settlements such a 
task involves of necessity close collaboration with the 
Central Banks of the various countries, as these Central 
Banks are, each in its own market, the bodies which are 
responsible for keeping exchange rates stable and are 
entrusted with the duty of ensuring the convertibility of 
the national currency. The Bank for International 
Settlements endeavours to ensure that transfers of capital 
shall be effected without causing monetary difficulties, 
and thus it is led into the position of being an Association 
of Central Banks. 

Certainly any fresh stabilization of a national currency 
would interest the Bank for International Settlements, 
but very few currencies still remain to be legally stabilized. 
If these stabilization problems had been the only ones 
awaiting solution there would indeed have been no need 
to form a new body such as the Bank for International 
Settlements. The Financial Committee of the League of 
Nations and the various Banks of Issue, acting together 
as they have acted during recent years, were well equipped 
to continue with these duties. 

The stabilization of the currency and the return to 
convertibility is, however, only one stage, or I should say 
the first stage, in the problem of restoring the monetary 
system of a country. 

If the various currencies defined by a weight of gold 
were really in the general opinion currencies which could 
always be converted and no question could ever be raised 
as to their stability, capital would more readily agree to 
be expressed indifferently in any currency; it would 
consider the various currencies as so many weights of 
gold, the common standard, and would transfer itself to 
wherever it could make most profit. We should not in 
that case have those great differences in the rate of 
interest which are still noticeable between countries all 
of which have legally stabilized currencies. In some 
markets, indeed, the price of money falls to 4 per cent., 
while in others, notwithstanding that the national 
currency is defined as a weight of gold, with a guarantee 
of convertibility, it still sometimes rises 15 or 20 per cent. 

This is the best proof that all the results of legal 
stabilization have not yet been attained. The second 
stage in reforming the international monetary system is 
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to facilitate the circulation of capital among currencies 
which are legally stabilized and to assist in creating a 
real international money market between centres worthy 
of confidence. In order that money may circulate more 
freely it is necessary to give capital increasing assurance 
of its ability to return from one currency into another, 
in the same manner as it originally passed from the second 
currency into the first. To effect this a feeling of monetary 
security must be created, a feeling which is not sufficiently 
pronounced at the present time. 

The gold standard is, indeed, the foundation of 
modern western civilization. Within recent years it has 
become evident that the possession of a currency always 
constant in relation to itself, and which can be compared 
with other currencies, is essential for the very preserva- 
tion of the social system. Without a fixed standard of 
values the standard of living of the people could not be 
maintained, and daily life would become impossible in 
the society of to-day. Fluctuations in the value of money 
prevent all foresight and at the same time penalize the 
weak for the benefit of the strong. 

Are the foundations of Western civilization to be 
preserved or not? If so, a necessary, if not all-sufficing 
condition, is the preservation of the gold standard 
in those countries which have adopted it and giving 
the bonds between the various gold currencies of the 
world a solidarity which might be compared with that 
between notes of different denominations in the same 
currency. If each of these national units bore a sign of 
its legal definition, that is, of the weight of gold repre- 
sented by the various notes, it would be seen that there 
is only one common unit for all countries whose cur- 
rencies are based on gold, namely, the weight of pure 
metal for which these units are exchangeable, each of 
them being, as it were, a sub-multiple of the common 
“ gold weight ” standard adopted by all. 

It appears to me that it is the second stage, which 
comes after that of legal stabilization, that is, the stage 
during which the feeling of monetary security will be 
developed, through which we shall have to pass during 
the next decade. 

Certainly bodies, such as those which were in existence 
before the creation of the B.I.S., can render important 
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services in this direction. They can give valuable advice 
on the organization of the market to the Banks of Issue 
in countries where money is scarce and capital dear; 
they can help to make the meaning of the word “ credit ”’ 
understood, and can show that to become worthy to 
receive capital or to be granted credit, it is necessary 
to meet old engagements before fresh credits can be 
procured. But such advice always runs the risk of 
appearing more or less academic if it comes from scientific 
institutions or from committees and associations out of 
touch with the markets. 

The Bank for International Settlements is of a different 
nature. It is not merely an association of Banks of 
Issue, a body of monetary experts who can exchange 
their experiences in the various markets for which they 
are responsible; it is also an institution with extensive 
funds at its disposal which it must invest in various 
markets, and it must accordingly discuss with the 
authorities responsible for the distribution of credit in 
these markets the terms under which these operations 
can be effected. It is therefore for all practical purposes 
in touch with the markets, and it can thus point out the 
possibilities of investment in other markets, show what 
form of credit or what species of paper it considers to be 
lacking in a particular country, and promote a better 
organization of the markets. Such an organization when 
effected would not only enable the Bank for International 
Settlements to employ its funds in these markets, it would 
also open the country for the investment of other capital 
than that of the B.I.S., and would thus by swelling 
the volume of available credit increase the possibility of 
reducing excessive interest rates. By this attempt to 
organize the markets on sound economic lines together 
with increased confidence in monetary stability it should 
be possible to obtain the desired results. 

The monetary reform of Europe has been conducted, 
it must be admitted, on rather anarchic lines. Each 
Bank of Issue by purchasing foreign exchange creates 
credit; not having been accustomed before the war to 
such operations, it has, in placing this foreign exchange, 
followed the practice of private banks, for whom foreign 
exchange does not represent the creation of credit. 
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Everything has been done in a hurry. Frequently 
foreign exchange has been placed on deposit with foreign 
banks without any knowledge consequently of the par- 
ticular object the funds thus procured by creating 
credit would finance. Speculation has too frequently 
been indirectly financed upon a single signature, an 
undertaking to repay at maturity, although the strictest 
rules on the creation of credit are in force in the country 
itself, such as that it is obligatory to accept for redis- 
count only three months paper with three signatures, 
representing real economic operations and self-liquidating 
at maturity. In the exceptional circumstances under 
which generally the foreign exchange operations were 
started, these rules for the utilization of credit created by 
the purchase of foreign exchange were ignored. 

By the practical working of the “ gold exchange 
standard’ capital has become decentralized by short- 
term investments in the markets. If, indeed, there was a 
special desire to find a monetary reason for the present 
economic crisis, the only reason which could be found 
would perhaps not be a shortage of credit as some 
imagine, but, on the contrary, a plethora of short-term 
credits which are maintained in this form by the adoption 
of the gold exchange standard by the Central Banks. 
Short-term credits are of necessity granted on goods in 
transit or in the process of manufacture, that is, in respect 
of operations, the financing of which represents a certain 
aspect of the process of production, and they can therefore 
be considered as credits to producers. On the other 
hand, long-term credits, particularly those granted to 
Governments, promote the consumption of existing 
stocks and thus contribute towards re-establishing equili- 
brium between supply and demand. 

Each Central Bank has accumulated as large a holding 
as possible of foreign exchange; the total amount of the 
short-term funds of the whole of the Central Banks is 
undoubtedly very much in excess of their total require- 
ments. But the division of these holdings and the 
existence between them of watertight partitions result in 
certain gold standard countries still running the risk of 
monetary difficulties notwithstanding the magnitude of 
these sums. 

The creation of the B.I.S. enables the reserves of the 
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Banks of Issue to be centralized to some extent. The 
B.I.S. offers to accept deposits from these banks, and it 
can act for them as a species of mutual insurance 
company. It may be anticipated that from this quite 
natural concentration, which has no vestige of artificiality, 
an economy can be derived internationally similar to 
that accruing to private individuals from the better 
employment of their resources by the banks with which 
these are deposited. 

In order to assist this centralization the Governments 
signatory to the settlements at The Hague undertook in 
Article 10 of the Agreement that ‘‘ the Bank, its property 
and assets, and also the deposits of other funds entrusted 
to it, on the territory of the Parties shall be immune 
from any disabilities and from any restrictive measures 
such as censorship, requisition, seizure or confiscation, in 
time of peace or war, reprisals, prohibition or restriction 
of export of gold or currency and other similar inter- 
ferences, restrictions or prohibitions.”’ 

The resources at present at the disposal of the B.I.S. 
are as follows: firstly, its paid-up capital of about 
100,000,000 Swiss francs or £4,000,000; secondly, the 
permanent deposits which the Exchequers of the Creditor 
Powers have to keep with it under the Young Plan 
amounting to about 300,000,000 Swiss francs, or 
£12,000,000, and in addition the liquid funds placed on 
deposit with it by Exchequers and Banks of Issue which 
desire to take advantage of opportunities of clearing at 
the B.I.S. The volume of these free deposits which have 
been made with us by twenty-four Banks of Issue amounts 
at present to the equivalent of over £35,000,000, and is 
increasing rapidly. At the present time our monthly 
statement shows total assets of about £74,000,000, which 
we have to lay out profitably. 

The funds thus received from the various Central 
Banks are reinvested by the B.I.S. in the various markets 
according to rules laid down by its Statutes, that is, 
solely through the intermediation or under the control of 
the Central Banks responsible for the credit policy of the 
market concerned. This centralization cannot, however, 
really prejudice private banks, for if the Central Bank 
of the market in question does not allow the B.I.S. to 
make deposits with the private banks, it then purchases 
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for the B.I.S. trade bills offered in the market, that is, 
bills bearing the signature of private banks. The money 
is thus available for the private banks, but subject to 
recognized business conditions, without it being possible 
for the funds which thus arise from credit created by the 
Central Banks to favour speculation, or to provoke a 
boom which would be followed by a slump. 

The system of centralizing reserves at the B.LS., 
which ensures increased security, does not, moreover, 
imply any financial sacrifice for the Banks of Issue. In 
the first place—and here the advantages of co-operation 
are again revealed—it is possible to ensure by centraliza- 
tion an interest rate which is at least equal to that which 
would be obtained by individual effort even for invest- 
ments, the character of which is open to criticism. 
Secondly, the B.I.S. can to some extent effect a 
geographical redistribution of capital on account of the 
economies in reserves resulting from concentration. As 
it is assured of being able to transfer its funds from one 
currency to another at any time in accordance with the 
agreements it makes with the Central Banks, it can leave 
those markets which have received and accumulated so 
much capital as to raise the exchange rate and unduly 
depress interest rates, and invest its funds in markets 
where the exchange rate is for the time being low and 
interest rates too high on account of a certain shortage 
of capital. The result of this is a tendency to level 
exchange and interest rates. 

Certainly this levelling could not be perfect as there 
are so many risks apart from monetary risks which 
explain the differences, risks arising from international or 
internal political or economic conditions, but one cannot 
fail to be impressed when it is noticed that in some 
countries banks of average importance receive deposits 
expressed in dollars at 3 or 4 per cent., while they have 
often to pay half as much again for deposits in the 
national currency. 

Up to now the Bank for International Settlements in 
its endeavour to organize solidarity in monetary matters 
between Central Banks has only operated in each country 
in the currency of the responsible Central Bank; it places 
confidence in it, and to a certain extent assists it. 

At its recent meetings our Board occupied itself 
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particularly with questions of clearing. The problem is 
to find a means of increasing the efficiency of foreign 
exchange reserves in maintaining the stability of cur- 
rencies. 

A foreign exchange reserve has one advantage over a 
gold reserve in that it yields interest, but it has also one 
great defect. When a bank possesses sterling or dollars and 
requires another currency, it has in order to procure this 
currency to go to the market and sell sterling or dollars; 
that is, it has to depreciate the assets it possesses in order 
to convert them into the currency it actually needs. On 
the other hand, gold is immediately exchangeable into 
any currency according to the market to which it is sent. 
The B.1.S. is endeavouring to perfect a clearing system, 
to open exchange transfer accounts for the Central Banks 
which would entitle its depositors to draw upon their 
account at the B.I.S. in the currency which they actually 
require. The depositors at the B.I.S. would thus be able 
to procure media of payment in the required currency 
whenever it is needed without any intermediate step, in 
the same manner as with gold, and without having to go 
to the exchange market, thanks to the accumulation of 
foreign exchange at the B.I.S., and the agreements 
concluded by it with the Central Banks. 

It is, however, not only in connection with exchange 
transactions that our Statutes provide for the possibility 
of setting up a clearing system, they also contain pro- 
visions governing the formation of a fund for balancing 
the movements of gold. Up to now the Bank for 
International Settlements has not done much in this 
direction, but it is conceivable that it may in future 
receive deposits of gold which it would leave in the 
various centres, and that it would agree to transfer these 
from the name of one Central Bank to that of another. 
This would prevent a repetition of such phenomena as 
have been witnessed during recent years, when gold was 
being sent across the Atlantic from London to New 
York, while it was at the same time also being shipped 
from New York to Paris. 

The B.I.S. as the organ of monetary reorganization is 
thus centralizing the short-term reserves of Central 
Banks in order to bring about some degree of solidarity 
between them in monetary matters, and this action is 
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necessary for its success in other directions. By pro- 
ducing an increased degree of solidarity between the 
banks which are all responsible in their own territory 
for the maintenance of the gold standard, by thus con- 
solidating this monetary system, the foundation of our 
Western civilization, the B.I.S. is strengthening the 
feeling of financial security; it is therefore already 
facilitating the movement of capital in accordance with 
the desire expressed by the experts at the Hotel 
Georges V. 

These endeavours to concentrate reserves and to 
improve their management will enable the Central 
Banks to decrease the amount “ immobilized’”’ in the 
form of short-term money. To that extent the capital 
thus freed will then be available for long-term investments, 
and will assist in the work of economic progress by 
facilitating the financing of consumption and increasing 
the trade of the world, matters which demand immediate 
and serious attention. 

It is true that as it has to maintain short-term funds 
in the various markets to satisfy “ clearing ’’ requirements 
and for the geographical redistribution of capital, the 
B.I.S. is prevented, at least in the beginning, from 
making long-term investments to any large amount out 
of its funds. The only resources possessing the charac- 
teristics of long-term funds held by the Bank are its own 
capital and the permanent deposits made by the 
Exchequers, that is to say, an amount which will have 
no tendency to increase and which appears to be very 
small when compared with the enormous demand for 
long-term capital existing in the world. 

The B.I.S. has been subjected to much criticism on 
this point. It is long-term credits that are required, we 
are told; what can the Bank do in this connection ? 

Do? It can act as a guide. 

By gathering together on its Board the Governors of 
the chief Central Banks—each of whom is responsible for 
the credit policy of his own market—together with 
leading industrialists and influential bankers, and by 
giving them the opportunity of meeting and exchanging 
views every month it is able at the proper time to take 
a part in directing and managing the placing of capital. 
This is one and not the least of its advantages. 
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For the first time in the history of credit it has become 
possible to arrange for a regular exchange of views of 
this nature between representatives of gold standard 
countries. 

The creation of an international money market for 
such countries must, and should, be started by forming 
a monetary bond of union between them; but the basis 
of the system being thus consolidated the movements of 
long-term private capital across political frontiers should 
become ever greater. Inside a country where one 
currency is in circulation capital can be invested freely. 
It should also be possible to exchange it more easily than 
at present between countries with the same consolidated 
monetary system, provided that countries with an 
abundance of funds do not pursue a protectionist financial 
policy by imposing special taxes on foreign securities. 

The part of the Bank in this connection is therefore 
primarily that of a guide. Its directors, the Governors 
of Banks of Issue, are able each in his own market to 
support the private banks in carrying out operations 
which are considered to be necessary. 

As a body the B.I.S. can undertake operations with 
its permanent funds and so make it clear that the 
influential persons of which its Board consists attach 
definite interest to the schemes they decide to 
assist. It could make a long-term investment of, say, 
twenty thousand pounds if it could be certain that by 
doing so it would attract to the same object five or ten 
millions. 

Finally, by agreeing to act as trustee of long-term 
loans it can facilitate the realization of international 
transactions which in its opinion it is essential should be 
encouraged. 

It can, above all, create an atmosphere. In the world 
in which we are living to-day the system upon which our 
Western civilization is based can only be maintained if 
the consciousness of mutual dependence and, therefore, 
of international financial solidarity makes progress among 
the various nations. 

It is true that monetary security is not alone sufficient 
to induce large movements of capital. Political rest and 
confidence in the continuance of normal conditions are 
essential in order that long-term capital may venture to 
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cross political frontiers. But the reactions between 
political and financial conditions are such that the only 
hope of maintaining a normal position is that the number 
of people more or less satisfied with their lot under a 
given régime should be continually on the increase in the 
different countries, and if the nations wish to preserve 
a social system built up on the existing foundations it is 
necessary that each of them should do all it can to 
achieve this. 

The saying “ good politics, good finance,”’ is supple- 
mented in international affairs by its corollary “‘ the 
better the financial position, the better the politics.” 


, 





Intermediate Credit 
By C. I. C. Bosanquet 


been such surprise when it became known that the 

Bank of England was discussing with bankers in 
London and abroad the feasibility of constructing ‘“ an 
international organization which would grant preliminary 
credits to necessitous countries and then get them 
replaced by bonds taken up by the investor.’”’ (These 
are the words of the City Editor of the Times.) 
Surprise was unreasonable. The railway carriage 
economists have for months been explaining to each 
other that interruption of the processes of investment is 
a major cause of the present depression. More thoughtful 
critics go further back and ask whether imperfection of 
our lending machinery may not have been an important 
cause for certain inflationary symptoms of the boom 
which had as its sequence the slump. 

If this imperfection of investment machinery exists, 
what is more natural than that the Bank of England should 
attempt to bring about an improvement? The statuary 
and the fabric of the palace that rises above Sir John 
Soane’s walls are the outward and visible sign of the new 
forces at work within the Bank of England. New financial 
problems have been met by new methods and a wider view 
of the responsibilities of a Central Bank. The creation 
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if is difficult to understand why there should have 
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of the Lancashire Cotton Corporation, the National 
Shipbuilders’ Security Company, the Bankers’ Industrial 
Development Company, the Agricultural Mortgage Cor- 
poration and the growth of the United Dominions Trust 
are examples of the enterprise of the Bank of England. 
The stabilization of exchanges, the settlement of refugees, 
and the creation of the Bank for International Settle- 
ments are amongst the international problems which 
have been assisted from Threadneedle Street. It would 
therefore be surprising if the Bank of England had not 
concerned itself with such a problem as that of inter- 
mediate credit or middle term credit as it is sometimes 
called. 

It is hard to name a type of business that is too 
miscellaneous to be defined. Indeed, if the name had 
not been appropriated already the obvious title would 
be “The Rest,” for the thing that we are describing 
is a sort of “club des sans club” for those who are 
refused accommodation because their proposals involve 
the making of loans too long for the machinery of the 
Money Market and too short for the machinery of the 
Stock Exchange. Instead of attempting a complicated 
subdivision into governments, municipalities, public 
boards and industrial companies, it will be enough to 
classify all those who ask for credit of this sort into those 
who intend to repay out of the proceeds of a future long- 
term loan, and those who propose to pay out of their 
own resources. 

The first class is the larger and more important, 
because borrowing is a very much easier operation than 
repayment. The fact that a long-term loan is not con- 
templated for some time means that the borrower either 
will not or else cannot borrow at the moment. If 
postponement is the borrower’s own choice his reason is 
probably the expectation that interest rates will be 
more favourable in the future than they are at the 
present time. If the postponement is dictated by circum- 
stances, the reasons are either that the security offered is 
not yet adequate or else that the state of the capital 
market does not allow the public issue of any long-term 
loan. 
Borrowers of every kind find themselves in the 
category of those who are forced by circumstances to 
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postpone the flotation of a long-term loan. In some cases 
it is the force of such circumstances outside their control 
as the existence of an embargo on foreign loans, or the 
operation of such a control office as the Beratungstelle. 
In other cases the fault lies with the borrower himself, 
and no long-term loan can be made until “ peace, 
retrenchment and reform’’ have improved the position 
which must be revealed in the prospectus. 

Certain examples, none of which, as a distinguished 
novelist says of her characters “ are entirely fictitious,” 
will make these motives clearer. It would have been 
folly for any borrower to have issued a long-term loan 
during the summer months of 1929 when interest rates 
were high. Many struggling governments had, however, 
urgent public works which they wished to carry out, 
and they would certainly have sold one year, two year 
or three year Treasury bills if they had been able to do 
so; in fact, only the strongest foreign governments and 
municipalities have been able to place bills in the 
Discount Market, and then for only one year. 

There is another very large class of borrowers who wish 
to offer as security for the money they borrow the assets 
created by the expenditure of those funds. The reluctance 
of the lender to consent to a loan on such terms is as 
natural as the eagerness of the borrower. The lender wishes 
to know what is to be the form and approximate market 
value of the assets when they have been constructed. In 
short it is much easier, as an Irishman would plead, to 
borrow when the money has been expended. There is 
thus a legitimate demand for credit to cover the period 
of construction and initial operation. For instance, the 
Sahara Power Generating Company, the Archangel 
Harbour Board, and the Mortgage Bank of Patagonia 
will be able to produce a more attractive prospectus when 
the generating stations have been erected, the piers, 
breakwaters and docks completed, and the mortgages 
granted to approved Patagonians. One other practical 
example that will stamp clearly the useful character of 
such borrowing. 

The coal commission of 1925 laid stress upon the 
importance of equipping British pits with such modern 
equipment as electric winding gear, pumps and coal 
cutters. The financial position of the coal industry was 
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so unsatisfactory that many mines were unable to pay for 
such equipment out of their own resources. It was quite 
impossible to sell debentures, and banks were reluctant 
to advance by way of overdraft anything beyond such 
sums as they thought could be repaid within six months. 
In the absence of any intermediate credit organization 
the collieries had either to rely upon the credit that they 
could obtain from the manufacturers, or else to proceed 
by infinitely slow degrees to the necessary purchase of 
machinery out of income. This example might be 
matched from many other industries besides the coal 
industry, and the economic historian of the future may 
count the absence of proper intermediate credit as one of 
the reasons for the slowness with which British industry 
has been re-equipped with modern machinery during the 
post-war period. 

The case is less obvious when we consider governments 
and municipalities. At first sight it might seem rash to 
add any further temptation to borrow, when over- 
borrowing is one of the worst failings of modern States. 
The story of the activities of American bankers and 
the behaviour of many of the smaller States of South 
America provides evidence for the view that the harm 
was done by the manner in which the lending was 
carried out. After years of dearth in which no foreign 
loans were contracted the sluice gates were suddenly 
opened and vast sums were offered on hitherto undreamed- 
of terms. Suddenly in 1929 the flow ceased and the 
States were forced to find from their own resources the 
funds to continue the ambitious programmes that had 
been begun. Such violent alternations of dearth and 
plenty teach unmethodical finance, and create con- 
ditions unsatisfactory to both lender and borrower. It 
would lead to wiser budgeting and sounder exchange 
and credit conditions if the loans were spread over a 
period of years. The machinery of intermediate credit 
is a possible means of making more regular the flow of 
capital to the untrained borrowers of the world. For 
during those periods when investors would not purchase 
foreign bonds Intermediate Credit Company would grant 
loans for periods up to five years. And when the 
fashion altered and the public were ready to subscribe 
to foreign loans the existence of these intermediate 
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credits and the necessity of funding them by the sale of 
long-term bonds would prevent over-indulgence in fresh 
borrowing. 

What has been done so far in this article has been 
to explain the nature and reasonableness of the demand 
for intermediate credit. It now remains to discuss the 
means that have been suggested for the satisfaction of 
this need. Is this to be done by persuading bankers 
and issuing houses to alter their habits or is it necessary 
to create a new organization for this purpose ? 

The facts that joint-stock banks do involuntarily 
grant intermediate credit in the form of advances 
which have been maintained for a decade or more; that 
governments sell one year Treasury bills upon the 
London Money Market which are renewed for further 
periods; that the Board of Trade through its Exports 
Credits department is prepared to guarantee credits for a 
period up to five years, show that a possible solution 
is to modify the banking system by persuading it to 
make some sacrifice of liquidity. Unfortunately, the 
examples of other countries do not encourage such a 
solution. The trade depression of 1930 has given a 
stinging reminder of the wisdom of the tradition of 
the elders in this matter, and even the most militant 
reformers would probably agree that it would be a 
retrograde step to persuade the banks to employ their 
depositors’ money in advances for two to five years. 
Liquidity remains of paramount importance. 

The other alternative is to follow the example of New 
York and to create in London a market in such securities 
as “railway equipment certificates ’’ and “ three-year 
notes.” Two things would make such a development 
difficult. The first is the cost, for the public issue of 
these short-term securities involves expenses almost 
as heavy as the making of a long-term loan. The 
second is the utterly different organization of the 
London market, which lacks the special class of lenders 
created by the restrictions governing the investment of 
funds by insurance companies, and possesses traditions 
which do not allow syndicates of banks to carry large 
blocks of undigested securities. 

The existing organizations for the provision of long- 
term and short-term loans should not be strained to 
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perform operations for which they are not suited. Rather 
a new organization should be created to do this new 
work acting in harmony with the older institutions. 
Since there has appeared a third class of borrower, a third 
class of lender must appear to stand between the bank 
and the issuing house. Even if an international bank 
should be created to fulfil this function, there should 
still remain ample opportunity for a similar organization 
in London founded with the special purpose of helping 
British trade. 

The exact form that such an institution should 
take must be discovered by trial and error; being a new 
technique appropriate methods of organization will only 
be discovered slowly. But it must certainly have two 
essential characteristics. In the first place it will 
borrow “long” the funds that it lends for these 
intermediate periods. A large proportion of the 
funds will probably be provided in the form of 
capital stock. The remainder will come from the 
sale of income bonds, for by the nature of its business 
the Intermediate Credit Company would be unable to 
offer suitable assets to mortgage as security for deben- 
tures. Being backed by a large amount of ordinary 
and preference capital such bonds should be sold as a 
sound security upon a _ low interest basis. A 
second most important characteristic will assist to 
establish its reputation and to reduce the cost of 
borrowing. The new organization must work in the 
closest possible contact with the joint-stock banks and 
issuing houses. The former it will relieve of undesirable 
loans that tend to impair their liquidity. The latter 
it will provide with their essential raw material, namely, 
potential issues. It is obvious that the joint stock banks 
and the issuing houses will be able to give valuable 
advice as to the financial standing of borrowers and as 
to the industries and countries to which assistance can 
be most usefully directed. 

The Intermediate Credit Company will depend for 
its profits upon the difference between the rate at which 
it lends money and the rate at which it can borrow. Any 
bad debts would cut seriously into this margin. The 
surest method of avoiding such loans will be to rely upon 
the advice of the regular banker and would-be borrower. 
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It is also undesirable that loans should be made to 
countries which are already embarrassed by the size of 
their foreign debt or to industries which already have an 
excess of productive capacity. 

Such a new corporation might find support amongst 
the insurance companies, the investment trusts and 
even private investors. For it would do much to assist 
in the re-establishment of international trade, and more 
especially of British trade. It might recreate the con- 
dition in which foreign investment and foreign trade play 
the part of the hen and the egg. 





The Bank of Portugal Case 


The Court of Appeal’s ‘Via Media’”’ 
By Our Legal Correspondent 


HE interest in the case of Banco de Portugal v. 
Waterlow and Sons, Lid., has been intensified by the 
judgments in the Court of Appeal. By a majority 
of two to one that Court has reduced the damages awarded 
by Mr. Justice Wright to a round figure of £300,000. 
That is to say, the appeal by Messrs. Waterlow against 
the original judgment of £569,421 has been successful to 
the extent of practically halving the amount. Important 
as this result is to Messrs. Waterlow, it still remains 
£290,000 more than the £10,000 Messrs. Waterlow paid 
into Court with a denial of liability, which sum, it was 
urged by their counsel, was amply sufficient to meet the 
damages for the breach of contract of which the Bank of 
Portugal complained. Hence it is quite likely that it 
may be thought worth while to carry the case to the 
House of Lords, especially as the president of the Court 
(Lord Justice Scrutton), in his dissenting judgment, 
accepted the position argued by Sir John Simon for 
Waterlows and assessed the total damages claimable at 
£8,922 and no more. 
it is of particular interest for us to note the actual 
result because last month, in our review of the argument 
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before the Court of Appeal, we ventured to prophesy 
that some kind of via media would be sought for and 
might be found—a via media, that is to say, between the 
two extreme arguments involved in the original judgment 
of Mr. Justice Wright on the one hand, and Waterlow’s 
contention on the other. That middle course has been 
found by Lords Justices Greer and Slesser, and as regards 
the figure of damage it is in substance a “ half-way 
house.”’ 

For a second reason it is of some interest to us because 
Lord Justice Greer in the leading majority judgment 
cited the very passage from the leading case of Hadley v. 
Baxendale which was cited in our observations on the 
case in the last issue of THE BANKER. May we add that 
the precise way in which the majority of the Court 
arrived at a middle course between bare printing and 
replacement value of inconvertible paper on the one 
hand, and actual market value of the paper on the other, 
was the only way open to it. We have indicated all 
along that there seemed to be no mode of rapprochement 
as regards principle. The only via media as to amount 
was to alter the date after which exchange of notes 
could no longer be charged against Messrs. Waterlow. 
The majority of the Court of Appeal have adhered to the 
market value of the notes as the measure, but only 
reached a reduction of amount by shortening the date 
at which the Bank of Portugal ought to have been able 
to distinguish the good notes from the false notes. One 
judge alone, Lord Justice Scrutton, accepted the argument 
for Messrs. Waterlow and Sons in its entirety and ruled 
that only printing and replacement value of the notes as 
mere worthless paper could be recovered. But an 
intriguing incident of this dissentient judgment is that 
so far as the date of the Bank’s ability to distinguish 
good from false notes was concerned, Lord Justice 
Scrutton went further than the trial judge in relief of the 
Bank. That is to say that, had Lord Justice Scrutton 
accepted the face value (or rather the market exchange 
value) of the notes as the test of damages, he would 
have upheld the full amount of damages awarded by 
Mr. Justice Wright and gone further. 

Before dealing in more detail with the judgment, let 
us say that all the members of the Court recognized the 
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case as one of great difficulty in applying the well-known 
rule of law as to measure of damage. The facts were 
exceptional and called for close analysis in order to see 
how far the Bank itself could have minimized its damage 
or, as better put, how much of their loss was to be put 
upon Messrs. Waterlow on account of their breach of 
contract. But beyond all loomed large the main 
question: Whatever steps the Bank could or ought 
to have taken on discovery of the issue of false notes, 
was the inconvertibility of notes into gold a bar to 
assessing damage on the basis of exchange value of the 
notes as negotiable paper? So far the only judge who 
has adopted the view of Messrs. Waterlow and answered 
this question in the affirmative is Lord Justice Scrutton. 
Although they differed in the quantum or amount of 
damages, all the other judges (Mr. Justice Wright and 
Lords Justices Greer and Slesser) adopted the proposition 
that a note issue, convertible or not, can only be treated 
as currency and as of currency value. It may or may 
not be a question of doubt as to how far the ultimate 
amount of damages should be qualified by fixing different 
dates at which the Bank, by reasonable diligence, could 
have distinguished false from good notes and so reduced 
their loss. But two judges in the Court of Appeal and 
the trial judge have all agreed that the damages are to 
be computed on the exchange value of the notes as 
currency and that in issuing fresh notes for the false issue 
the Bank was to be regarded as incurring a real loss 
equivalent to exchange value and not to be measured 
merely by cost of printing and replacement of mere 
pieces of paper by other pieces of paper—and this not- 
withstanding the fact that holders could not demand 
gold for notes. 

The present position of the case will be more readily 
understandable if we summarize quite briefly the practical 
effect of the various judgments delivered. 

The trial judge (Mr. Justice Wright) reduced the 
Bank’s original claim of {1,100,281 to £569,421, for 
which he entered judgment. This reduction was brought 
about by a large item representing ‘‘ salvage ’’ recovered 
by the Bank from the wreck of the Banco de Angola é 
Metropole, and this item was not disturbed by the result 
of the appeal. A further reduction, however, was made 
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by deducting the sum of £80,000, representing loss 
sustained by the Bank after December 16, by which date 
the learned judge held the Bank could and should by 
reasonable diligence have mitigated its damage at the 
latter end of its dealings with the exchange of good notes 
for false. In computing the balance figure of £569,421 
the market value of the notes as good currency was 
adopted as the measure of damage. 

Messrs. Waterlow appealed against these damages, 
and the Bank cross-appealed against the above deduction 
of £80,000. The majority of the Court of Appeal allowed 
the appeal of Messrs. Waterlow to the extent practically 
of halving the damage, holding that not December 16 
(as proved by Mr. Justice Wright), but December 10 was 
the date at which the Bank could, by taking reasonable 
steps, have distinguished good notes from bad, and that 
therefore after that earlier date any payments out of good 
notes in exchange for the issue called in was not damage 
naturally resulting from Messrs. Waterlow’s breach of 
contract. It followed logically that the Bank’s cross- 
appeal was dismissed. Messrs. Waterlow were to have 
the costs of the appeal and the cross-appeal, but the 
Bank was to retain the costs of the action in the Court 
below. As Lord Justice Greer said, he differed from 
Mr. Justice Wright only to the extent that he had fixed 
too late a date at which the Bank ought to have applied 
the test between good and bad notes. 

This decision of the majority therefore runs counter 
to the Bank’s contention that they were entitled to 
withdraw the whole issue on December 7 and pay good 
notes in exchange, claiming the whole of such payments 
as damages naturally flowing from the breach of contract 
by Messrs. Waterlow. On the other hand, the decision 
was even more directly against Messrs. Waterlow’s 
contentions : (I) that the whole of the Bank’s loss (if any) 
was due to their own voluntary and unnecessary act in 
withdrawing the issue and exchanging other notes, and 
was therefore not a natural consequence of their breach 
of contract, nor such as could have been reasonably in 
contemplation of the parties to that contract; (2) that 
whatever date were taken as one at which the Bank could 
by reasonable steps have ascertained the test to be 
applied as between the Marang issue and genuine notes, 
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the only loss was the cost of reprinting notes and that the 
inconvertibility of the notes was a bar to any loss based 
on their face value. 

The minority judgment of Lord Justice Scrutton was 
a complete denial of the first of Messrs. Waterlow’s 
contentions and a complete acceptance of their second 
contention. 

Here the case stands at present. But one may expect 
that in the House of Lords divergent views may also be 
expressed, and which way the majority will go it would 
be rash to speculate. To the layman it must seem odd 
that there should be such a divergence on an admitted 
state of facts. But after all, when one gets the general 
principles (as explained in our issue of April) it becomes 
a question of the proper inference to be drawn from the 
facts. And when one comes to epitomize and compare 
the various judicial views we shall find that they reflect 
the divergent views that also must be held by ordinary 
business men. 

The judgments in the Court of Appeal occupied 
several hours in delivery—that of Lord Justice Scrutton 
alone occupied one hour and a-half. But in our review 
of the judgments that follows we can indicate the real 
points more succinctly and yet, we hope, as clearly. 

Two main questions in the case called for answer : 
(1) What were the proper reasonable steps for the 
Bank of Portugal to take when faced with an issue of 
false notes on a large scale? If those reasonable steps 
were such as ought to have been in contemplation of the 
parties to the contract between the Bank and their 
printers the latter, on breach of their contract, cannot 
complain that any loss sustained did not flow naturally 
from their breach. 

(2) If those reasonable steps involved withdrawal of 
the issue and exchange of fresh notes for the withdrawn 
issue whatever the extent of such exchange, did the 
exchange involve a loss commensurate with the face 
value of the notes as evaluated at market price of the 
paper or on account of the notes being inconvertible, did 
it only amount to the printing costs of the new notes? 

Let us take question (1). Three judges have answered 
it by saying that the Bank were justified in withdrawing 
the issue on December 7 and exchanging new notes. 
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But as from such date as by reasonable diligence the 
Bank could have learned to distinguish true from false 
notes they were not entitled to charge Messrs. Waterlow 
with any loss. After such date the Bank could, if it chose, 
carry out the exchange of new notes for the whole issue, 
but that they could not charge Messrs. Waterlow there- 
upon since they could then refuse false notes whilst 
allowing good ones. 

Lord Justice Greer and Lord Justice Slesser came to 
the conclusion that the Bank could, by communicating 
with Waterlows, have been supplied with information as 
to tests whereby they could distinguish good from false 
notes as from December 1o—their notice to withdraw 
the whole issue having been given on December 7, and 
Lord Justice Greer said :— 


In the present case the announcement made by the Bank 
and the subsequent payment which they made to those who 
presented Vasco da Gama notes were voluntary acts of the 
Bank, but any payments which they made before it was possible 
for them by reasonable exertions to obtain information which 
would enable them to distinguish between the good and the bad 
notes could be recovered as damages notwithstanding the fact 
that it was strictly accurate to describe those payments as 
voluntary acts. But, as soon as the Bank, who were in no way 
responsible for the falsification of the notes, could, by reasonable 
exertions, have applied the test that had been mentioned, they 
could not say that the payments made after that date were 
damages arising naturally, in the ordinary course of things, or 
such as would have been contemplated by the parties... .. 
According to what must be taken to be the natural course of 
events and that which would be contemplated by Messrs. Water- 
low if they had considered the matter, it seemed to follow that 
Messrs. Waterlow should be held responsible for loss occasioned 
by the issue of good notes for bad before the Bank could, by the 
exercise of reasonable care, have discovered the test referred to, 
and the issue of good notes for bad in respect of which the test 
was inapplicable for such further period as would be required to 
enable the Bank to apply tests which were forthcoming later. 


And it was on this basis that, ‘“‘ acting as a juryman,” 
the learned Lord Justice (Slesser, L.J. agreeing) fixed 
the damages at £300,000. 

Contrast with this Lord Justice Scrutton’s treatment 
of the same point. He, too, endorsed the action of the 
Bank in withdrawing the whole issue on December 7 as 
reasonable, but (surely logically) he pointed out that 
once having done that they were compelled in protection of 
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their own currency to exchange at least up to December 
26, which was the date when by Government decree the 
Bank stopped paying all the Vasco da Gama notes that 
were presented. This is in marked contrast with the 
judge below and his colleagues in the Court of Appeal. 
And from a banking point of view we make bold to say 
Lord Justice Scrutton’s view seems the more logical and 
just. He first criticizes Mr. Justice Wright’s and, inciden- 
tally, his colleagues’ judgment on the point as follows :— 

Mr. Justice Wright had found that, by December 16, 
1925, the Bank might have discovered a means of identi- 
fying some of the forged notes, and he had deducted 
from the damages {£80,000 in respect of notes paid after 
that date. As he found that the Bank were justified in 
their action in withdrawing the Vasco da Gama issue 
and paying on all the notes, he must have found that 
they would have been justified, when they could dis- 
tinguish the forged notes, which innocent holders could 
not do, in refusing to pay some forged notes while paying 
others. ‘“‘ Such an action, in my opinion,” said Lord 
Justice Scrutton, “‘ would destroy all confidence in the 
paper currency. It was the Bank’s own printers who, 
from the Bank’s own plates, had wrongly put this un- 
authorized currency on the market. It was indistin- 
guishable to innocent holders from genuine currency, 
and I cannot think that the Bank were bound to sacrifice 
innocent holders and the reputation of its national 
currency to protect the printers, the wrongdoers.”’ 

The reasons for finding that the Bank was justified 
on December 7 in withdrawing the Vasco da Gama issue 
and paying on all the notes should have protected the 
Bank right up to December 26, when they stopped 
payment of the notes by Government decree. And he 
put his findings in cogent propositions by saying that he 
was of opinion :— 

(t1) That the Bank, as the issuing bank of Portuguese paper 
currency, the only currency in Portugal, acted reasonably as 
soon as they found large masses of forged currency in circulation 
indistinguishable from genuine notes at that time by themselves, 
and still more so by innocent holders, in calling in and replacing 
the whole issue of 500 escudos notes, whether genuine or not; 
(2) that the Bank would not, in any reasonable time, have been 


able completely to distinguish the genuine from the false notes ; 
and (3) that to pay a number of forged notes and then reject 
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a number of similar notes, when the circulation of the forged 
notes had resulted from the Bank’s printers being allowed to 
retain the Bank’s plates, and when innocent holders could not 
distinguish the genuine from the false notes, would involve such 
great injury to the credit of all the Bank’s currency that the 
Bank were not bound to inflict such injury on themselves to 
reduce the damages caused by the wrongdoers. 

The action of the Bank was, therefore, a reasonable con- 
sequence of Messrs. Waterlow’s breach of contract, and was not 
to be considered as reducing the damages which the Bank could 
recover from Messrs. Waterlow. 


Our readers will be able to judge for themselves from 
these extracts above the strength and weakness of each 
view. Really the point affects mainly the Bank’s cross- 
appeal as to the £80,000 deduction. But if and when the 
case comes to be discussed in the House of Lords we may 
conceivably have a third alternative presented. We 
shall wait and see. As we have said, the logic of Lord 
Justice Scrutton’s view appears very cogent, for once 
concede the reasonableness of the withdrawal of the 
entire issue and exchange therefor, both true and false 
notes, appears to follow. 

Coming now to (2) which, after all, is the real centre 
of trouble, for it affects the quantum of damages far 
more than the first question. Here the opinion of Lord 
Justice Scrutton was startling. He held that as the notes 
of the Bank of Portugal were inconvertible the Bank was 
under no obligation to replace them when presented by 
anything else than their own notes. There was no 
evidence that the reduced amount of unissued notes 
in the Bank occasioned any loss of profit, or that the 
increased amount of genuine notes actually in circulation 
owing to over 200,000 Marang notes being replaced 
by genuine notes had occasioned any loss to anyone. 
The Bank paid out 200,000 genuine notes for nothing, 
but was authorized to, and did, replace them in their 
till at an expenditure of the cost of printing them. 

“Tf,” said his Lordship, “‘ the Bank had exhausted 
their note issue by this transaction and could issue no 
more, I could understand a claim, though I think that 
it would have been for loss of profit, but there is no 
evidence of any loss of profit, and the Bank appear to 
have put themselves in the same position as they were 
before the paying of the Marang notes at a cost of £2,381 
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and in addition got the benefit to the credit of their 
currency of clearing it of Marang notes. In any case, I 
cannot understand how they could claim both face 
value and cost of reprinting. In my view, their real 
loss was the two costs of printing, £8,922 in all.” 

Lord Justice Greer, in giving the leading judgment 
on the other view, said that the argument that the 
damages should be confined to the printing of the notes 
to take the place of the notes exchanged ought not to 
succeed. The learned Lord Justice pointed out that 
every 96 escudos issued by the Bank in the form of paper 
notes in exchange for the Marang notes were worth {1 
sterling, because they would buy in Portugal and by 
exchange, all over the world, the same amount of goods 
as {1 sterling would buy. The fact that it lay in the 
Bank as part of the Bank’s unused, but usable, currency 
did not deprive it of its value. Its value to the Bank 
depended on the fact that it could at any time be used 
for their business. If one had a balance of £10,000 at the 
Bank the fact that one had no outlet for it at the time 
did not affect its value. 

He continued: ‘‘ The value of currency paper, like 
everything else, was governed by the law of supply and 
demand, but the only way of ascertaining what the 
value was, as determined by the law of supply and 
demand, was to find the market value of the currency 
paper at the material date. It was true that the market 
value was not determined merely by the existing supply. 
It was also affected by the potential supply, that was to 
say, the right of the issuing bank to make further issues 
and the probability of their doing so. But all those 
considerations were reflected in the market price at the 
material date.” 

He expressed the opinion that when the Bank printed 
new notes to take the place of those issued in exchange 
they did not replace their loss. They merely supplied 
themselves with the potential currency which they were 
entitled to have if the defendants had never wronged 
them at all, and they came very near to exhausting their 
reserve of unissued escudos. 

“If my purse containing {5 is stolen,” said his 
Lordship, “I do not recoup my loss because I have an 
unused balance at my bank out of which I can draw by 
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cheque another {5. The damage I have suffered is still 
£5, not merely the 2d. I have to pay for the cheque 
form.” 

The opinion above summarized appears to be sound 
and of the two extreme views the more correct. Whether 
the House of Lords will endorse it remains to be seen. 
If Lord Justice Scrutton’s view as to measure of damage 
is supported the amount of damage can never exceed the 
£10,000 paid into Court by Messrs. Waterlow. But if 
the value of the notes as currency be adopted the ultimate 
damages may be open to considerable question. For if 
Lord Justice Scrutton’s view be adopted as to the first 
point—that the Bank can charge against Messrs. Water- 
low all exchanged notes the damages may be increased 
by the £80,000. If on that point the House of Lords 
agree with the adoption of some date when the Bank 
could by reasonable diligence have distinguished true 
from false notes and that they can only charge exchanged 
notes prior to that date, the estimate of the Court of 
Appeal may or may not be disturbed. 





International Banking Review 
THE BANK FOR INTERNATIONAL SETTLEMENTS 


HE monthly return of the Bank for International 
Settlements for March 31, 1931, shows a further 
slight increase of assets by 40 million francs to 
1,901 million francs. There were some interesting 
changes in the return, indicating the accumulation 
of Treasury deposits in anticipation of the payment 
of the June instalment of war debts. While deposits 
of central banks declined from 877 millions to 812 
millions, deposits of Treasuries increased from 556 
millions to 653 millions. This is in accordance with 
the policy adopted by central banks of counteracting 
any sudden changes of Treasury deposits by com- 
pensating changes in their own deposits. 

It was announced that the bank will pay a dividend 
of 6 per cent. on its share capital. This is in accordance 
with expectations. The bank earned a moderate profit 
during the first year of its activities, in spite of its 
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initial difficulties and of the exceptionally low interest 
rates which made the task of re-investing deposits at 
remunerative rates increasingly difficult. 


UNITED STATES 


The last traces of the banking crisis of November 
and December, 1930, are being gradually eliminated. 
A large number of the banks in the South and Middle 
West which closed down last year have been reopened, 
while others have been reconstructed in a different 
form. The confidence of the public towards the banks 
has been completely restored. At the same time, 
there is no trace of any further expansion; no further 
amalgamations are in sight, and the number of capital 
increases and the establishment of new banks is negligible. 


FRANCE 


Although the banking crisis may be considered as 
definitely over, from time to time the failure of new 
small or medium-sized banks is announced. On Marchrr, 
three of the small Paris banks were closed; the 
institutions are the Crédit Foncier du Brésil et de 
l’Amerique du Sud, the Caisse Commerciale et Indus- 
trielle, Paris, and the Banque Bouilloux-Lafont Fréres 
et Jay. The last named has a number of branches in 
the districts around Paris, and also at Orleans and 
Chateaux-Roux. In each case the suspension was due 
to the difficulties of the Compagnie Générale Aero- 
Postale, which had developed important air services 
between France and South America. The three banks 
were financially interested in the company, whose diffi- 
culties were due to the delay in the ratification of the 
agreement with the Government as to the subsidy 
payable. Owing to the extent to which the public 
interest is involved, the Government has taken steps 
to reconstruct the group. 

Conditions among French colonial banks are also 
not altogether satisfactory. In addition to the difficulties 
of the Banque Francaise de 1|’Afrique, the Banque 
Coloniale d’Etudes et d’Entreprises Mutuelles also got 
into difficulties and had to be reconstructed. Its capital 
amounted to 46 million francs. A new company has 
been formed with a capital of 10 million francs to take 
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over the company and meet all its liabilities. The 
Banque de 1’Ocean Indien, which was established in 
Madagascar in 1929, is to liquidate its banking depart- 
ment, and will confine itself to commercial and shipping 
business. 

Definite arrangements have at last been made for 
the reconstruction of the Banque Frangaise de ]’Afrique. 
Its share capital will be raised from 50 millions to 
100 millions, and the new shares will be taken over by 
a group formed under the auspices of the Ministry of 
Colonies, which itself is receiving 50 founders’ shares, 
in return for its support. 

The Crédit National, which was established after 
the war to finance the reconstruction of devastated 
areas, and which has become inactive as a result of 
the conclusion of its task, is being converted into a 
colonial bank, and will henceforth specialize in arranging 
intermediate credits for colonial enterprises. 

The Bill for the renewal of the charter of the Banque 
de l’Indo-Chine, which has been in suspension for some 
years, has at last been passed. The charter has been 
prolonged for 25 years. The Government will be 
represented by six members of the board of directors. 
The bank will place at the disposal of the Government 
of Indo-China a credit of 20,000,000 francs without 
interest, and smaller amounts to other colonies where 
it has a note-issuing right. The net profits of the 
bank during the second half of the year amounted to 
30,092,000 francs, against 29,682,000 francs for the 
corresponding period of 1929. The total net profits for 
1930 amounted to 60,407,000 francs against 58,109,000 
francs for 1929. 

The dividends of the Banque de la Martinique, 
Banque de la Guadeloupe, Banque de la Réunion, 
and Banque de la Guyane show considerable reductions 
as compared with the corresponding dividends for the 
previous year. 


GERMANY 


The Deutsche Girozentrale, which acquired two years 
ago 20 per cent. of the share capital of the Deutsche 
Landesbankenzentrale, has now acquired an additional 
20 per cent. It has thereby assumed a controlling 
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interest, and it is believed that sooner or later the two 
institutions will be amalgamated. 

The Bank von 1923 in Hamburg, which was recently 
reconstructed to specialize in export credits, closed the 
business year 1930 with a net loss of 18,500 reichsmarks. 

The accounts of all the big banks have now been 
published; they show a marked decline of net earnings 
as compared with 1929 :-— 


1929. 1930. 

Mks. million. 
Deutsche Bank-Disconto-Gesellschaft 32-1 17°5 
Dresdner Bank . . r0°8 6-4 
Darmstadter und Nationalbank .. 88 5:0 
Commerz- und Privatbank .. . oo 5°6 
Reichs-Kredit-Gesellschaft 5:1 3°8 
Barmer Bankverein ; ba i 30 3°1 
Berliner Handelsgesellschaft .. .. 3:8 2°5 
Allgemeine Deutsche Creditanstalt 3°6 1°8 


All these banks reduced their dividends by 4 per 
cent. with the exception of the Reichs-Kredit-Gesellschaft, 
which reduced its dividend by only one per cent. 


ITALY 


As a sequel to the unfortunate Banca Italo-Britannica 
affair, criminal proceedings have been initiated in Italy 
against four members of the executive of that bank, 
namely, Giorgio Manzi-Fe, managing director, Emilio 
Morin, manager, Mario Bossi, manager, and Pietro 
Farnetti, head of department. The three last named 
were arrested early in 1929, but Mr. Manzi-Fe is still 
at liberty, as the French authorities have refused to 
extradite him to Italy on the ground that he is a British 
subject and that the interests affected by his alleged 
offences were mainly British. The charges brought by 
the prosecution against them include illegal Bourse 
speculation, false book-keeping, and the carrying on of 
fictitious accounts. The accused are alleged to have 
falsified the monthly returns of the bank over several 
years. 

The Banca Agricola Italiana, which was established 
by Signor Gualino, will be definitely liquidated. Some 
months ago, the Italian authorities compelled Signor 
Gualino to repay to the bank the credits it had granted 
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to his various companies. To that end he surrendered 
all his Italian assets, but apparently they were inadequate 
to cover the full amount, and in any case their liquidation 
will take some time. The Bank of Italy gave support 
to the bank so as to safeguard the interest of depositors. 
It has now been decided to wind up the bank altogether, 
and to divide up its branches among the following 
banks :—Banca Commerciale Italiana, Istituto Italiano di 
Credito Marittimo, Banco di Napoli, Banca Popolare di 
Novara, Banca Nazionale del Lavoro, Banco di Santo 
Spirito, Istituto di San Paolo, Banca Popolare di Bergamo, 
Banca Popolare di Cremona, and the Monte dei Paschi 
di Siena. The deposits of the bank amounted at one 
time to 650 millions, but a great part of this sum has 
been withdrawn. 

The net profits of the Banca d’America e d'Italia 
declined from 9,107,000 lire in 1929 to 2,786,000 lire 
in 1930. The dividend, which was 4 per cent. last 
year, has been passed. The Istituto Italiano di Credito 
Marittimo, which paid a dividend of 30 lire last year, 
has also passed its dividend for 1930. Its net profits 
declined from 8,465,000 lire to 6,033,000 lire. 


HOLLAND 


The Javasche Bank has decided to collaborate in 
the Chadbourne scheme and to grant credits on the 
sugar stocks to be constituted in accordance with that 
scheme. It will lend 4 guilders per quintal on 50 per 
cent. of the stocks. Other banks collaborating in the 
scheme are the Nederlandsch-Indische Handelsbank, 
Coloniale Bank, and Nederlandsche Handel - Maats- 
chappij. 

The Industrieele Disconto Maatschappij closed the 
year 1930 with a net loss of 4,797,000 guilder. While 
the Dutch and Danish companies earned a profit, the 
British, German and French subsidiaries closed the 
year with losses. 


BELGIUM 


The net profits of the Banque Centrale Anversoise 
declined from 18,953,000f. in Ig29 to 12,573,000f. in 
1930. The dividend has been reduced from 58f. to 3of. 
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CZECHOSLOVAKIA 

The net profits of the Bohemian Discount Bank 
and Credit Institute amounted to 26,787,758 crowns 
for 1930. The dividend has been reduced from II per 
cent. to g per cent. The Bohemian Union Bank 
declared a dividend of 8 per cent.; its net profits for 
1930 amounted to 22,804,208 crowns. The net earnings 
of the Bank for Commerce and Industry, Prague, 
declined from 27-7 millions to 19:2 millions. 


AUSTRIA 


The net earnings of the Austrian National Bank 
declined from 19,786,000 schillings in 1929 to 10,614,000 
schillings in 1930. The dividend has been reduced 
from 124 to 114 per cent. The Government’s partici- 
pation in profits has fallen from 6,846,000 to 4,532,000 
schillings. 

The Niederésterreichische Escompte - Gesellschaft, 
which absorbed last year the Vereinigte Elektrizitaets- 
A.G., increased its net profits from 5,520,000 schillings 
in 1929 to 6,810,000 schillings in 1930. The dividend 
remained unchanged at 104 per cent. 


ROUMANIA 


On March 9g, a Royal Decree announced that 
M. Burillianu, Governor of the National Bank of 
Roumania, had been retired and that M. Anghelescu, a 
former Under-secretary at the Ministry of Interior, 
had been appointed to succeed him. This drastic action 
was a sequel to the attitude of the Bank in the loan 
negotiations with the French group headed by the 
Banque de Paris et des Pays Bas. The National Bank 
was very much opposed to the terms put forward by 
the French syndicate, and it was only on the personal 
intervention of King Carol that this opposition was 
abandoned. One of the conditions of the loan was the 
maintenance in Bucharest of a French technical delegate 
to advise the National Bank. 

The net profits of the Kronstadter Allgemeine 
Sparkassa increased from 19 million lei to 224 million 
lei; those of the Hermanstadter Bodenkreditanstalt 
declined from 11 millions to g millions. The Societa 
Bancara Romana, which was established in 1929 to 
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take over the Bucharest branch of the Dresdner Bank, 
earned a net profit of 1,253,000 lei for 1930. The net 
profits of the Banca Generala declined from 14 millions 
to 10 millions, while those of the Banca Comerciala 
remained unchanged at 70 millions. The Banque Moldova 
earned a net profit of 29-5 million lei in 1930, against 
30:2 millions in 1929. The net profits of the Banca 
Chrissoveloni, in which the Niederdsterreichische 
Escompte-Gesellschaft has an important participation, 
declined from 45:8 millions to 24-2 millions. 


SPAIN 


A few weeks ago a stabilization credit of $60,000,000 
was arranged for the Bank of Spain, under the guarantee 
of the Spanish Government by an international banking 
group headed in America by Messrs. J. P. Morgan & Co., 
and in France by the Banque de Paris et des Pays Bas. 
London bankers were not directly concerned. This 
credit was guaranteed by the old régime, and following 
the revolution, the Republican Government let it be 
known that they had decided to close it. Instead, 
steps are under contemplation designed to prevent 
a further flight of private capital from Spain, while 
reliance will also be placed upon the large foreign 
balances which are believed to exist. 

The Banco Hispano-Americano has taken steps to 
reconstruct the Banco del Comercio, Havana, Cuba. This 
bank suspended payments about six months ago, as a 
result of adverse conditions in Cuba. 

The net profits of the Banco Hispano-Americano 
increased from 18,560,000 pesetas to 19,410,000 pesetas 
in 1930. The dividend remained unchanged at Io per 
cent. The Banco Castellano earned a net profit of 988,000 
pesetas in 1930 compared with 1,068,000 pesetas in 
1929. The dividend remains at 9 per cent. The net 
profits of the Banco Herrero increased from 3,218,000 
pesetas to 3,422,000 pesetas. The dividend is unchanged 
at Io per cent. At 2,832,000 pesetas, the net earnings 
of the Banco Pastor showed an increase of over 200,000 
pesetas as compared with 1929, but the net profits of 
the Banco Zaragozano declined from 2,178,000 pesetas 
to I,001,000 pesetas. 
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PORTUGAL 


In order to support the Banco Nacional Ultramarino, 
the Portuguese Government has placed at its disposal 
a credit of 75,000,000 escudos. The measures taken 
are calculated to eliminate all uneasiness as to the 
position of the bank. 

The net profits of the Banco Pinto & Sotto Mayor 
declined from 3,006,000 escudos in 1929 to 1,663,000 
escudos last year. The number of depositors increased 
during 1930 to 12,486, and their total deposits attained 
804 million escudos. 

The Banco Comercial do Porto is authorized to 
increase the share capital from 5,000,000 escudos to 
7,000,000 escudos. 


POLAND 


The Bank Handlowy of Lodz (which has no connection 
with the Bank Handlowy of Warsaw) suspended payment 
at the beginning of April. A group of five London 
banking houses is involved to the extent of about 
£300,000. They had a pre-war claim against the bank 
which they converted into a share holding after the war. 
Subsequently, they granted the bank fresh credits and 
participated in the increase of its capital. Negotiations 
are in progress for the reconstruction of the bank. 

The net profits of the Discount Bank of Warsaw 
amounted to 1,358,000 zlotys for 1930, against 2,639,000 
zlotys for 1929. The dividend has been reduced from 
12 per cent. to 10 per cent. The Bank Handlowy of 
Warsaw maintained its dividend at 8 per cent. 


DANZIG 


The net profits of the Danziger Bank fur Handel 
und Gewerbe declined from 286,000 gulden in 1929 to 
229,000 gulden in 1930. The dividend has been reduced 
from 10 to 8 per cent. 

The shareholders’ meeting of the Hansa-Bank A.G. 
decided to liquidate the bank. 


NORWAY 


The Norwegian Finance Minister has introduced 
a bill altering the statutes of the Bank of Norway, so 
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as to enable it to acquire a participation in the share 
capital of the Bank for International Settlements. 


LITHUANIA 


The net earnings of the Lithuanian Commercial 
Bank increased from 294,000 litas to 317,000 litas. A 
dividend of 8 per cent. has been declared. 


LATVIA 


The net profits of the Bank of Latvia declined from 
6-95 million lats in 1929, to 3-7 million lats in 1930. 
The Bank is criticized on the ground of having granted 
excessive facilities to the Unionbank which failed last 
year. It is stated that the bank granted advances 
on timber which was bought by merchants from the 
State forests, and which was not paid for, and that it 
suffered big losses in consequence. 


ESTONIA 


It is reported that the result of the Bank of Estonia 
for 1930 was satisfactory, and that a maiden dividend 
of 11 per cent. will be paid. 


GREECE 


At the annual meeting of the Banque d’Orient, the 
chairman stated that conditions for the planned increase 
of the bank’s capital from 35 to 50 million drachmas 
are not favourable. 

The net profits of the Banque de Salonique amounted 
to 1,919,000 francs for 1930 against 2,643,000 francs for 
1929. The dividend remained unchanged at 6 per cent. 


YUGOSLAVIA 


The Croatian General Credit Bank increased its net 
profits from 2,898,000 dinars in 1929 to 3,096,000 dinars 
in 1930. The dividend remains unchanged at 6 per cent. 


EGYPT 


The net earnings of the Banque Misr amounted to 
£E.114,925 for 1930. A dividend of g per cent. has been 
declared. The report states that the Banque Misr- 
Syrie-Liban, which is affiliated with the bank, opened 
branches at Damascus and Tripoli. The Agricultural 
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Bank of Egypt earned a net profit of £E.456,473 for 
1930, against {E.597,380 for 1929. The dividend remains 
unchanged at Io per cent. 


ABYSSINIA 


The Abyssinian Government concluded an agreenient 
with the Bank of Abyssinia last year, in virtue of which 
the latter was to surrender its note issuing privilege 
in consideration of the payment of a compensation to 
be paid by the end of 1930. Part of the amount agreed 
upon has been paid, but so far the Government has been 
unable to pay the balance, and a six months’ extension 
was agreed upon. This was all the more necessary as 
nothing has been arranged for the establishment of a 
new bank to take over the functions of the Bank of 
Abyssinia. It is understood that there have been 
discussions with foreign groups, but these groups, even 
if they were willing to put up the necessary capital, 
insist upon the control of the bank which the Government 
does not wish to give. 


BRAZIL 


Contrary to a previous report, the Banco Noroeste 
do Estado de Sao Paulo does not intend to go into 
liquidation. Its former board of directors resigned at 
the end of 1930, and at the beginning of January last, 
the meeting of the shareholders elected a new board and 
decided that the institution should proceed in full opera- 
tion, on a new basis. Its accounts were examined by a 
special committee of experts who were satisfied that the 
bank is able to carry on business. The bank is now, 
therefore, in full operation. 


PERU 


The Banco del Peru y Londres was declared bankrupt 
in February, but the new Government annulled its 
bankruptcy and granted it a fresh moratorium. There 
is little hope, however, for its reconstruction, unless 
the Government succeeds in obtaining external assistance 
to that end. The repeated proposals that the creditors 
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should accept shares in settlement of their claims were 
rejected. 


JAPAN 


The net profit of the Yokohama Specie Bank, 
including the 6,353,000 yen brought forward, was 
12,936,000 yen for the half-year ended December 31, 
1930. The dividend remains unchanged at Io per cent. 
per annum. 1,500,000 yen were added to the reserves, 
and 6,436,000 yen were carried forward. 


Foreign Relations of the Federal 
Reserve System 


By H. Parker Willis 


NCE more the foreign relations of the Federal 
C)SReserve System have been brought sharply to 

the front in American thought, through the 
official visit of the Governor of the Bank of England. 
As usual, there has been no authentic utterance regarding 
the purpose of his visit, but there has been much in 
the way of report and rumour, originating in apparently 
well-informed sources, to furnish a basis for wide 
discussion in financial circles. These prevailing beliefs 
have indicated, in addition to the usual consideration 
of discount rates, that a good deal of attention has 
been paid, during the conversations occurring between 
Mr. Norman and American bankers and public men, 
to such matters as the interallied debt payments, the 
position of silver, and a programme for the financial 
rehabilitation of Brazil involving the co-operation of 
Federal Reserve banks with the Bank of England. 
Among those who have shared in the discussions relating 
to foreign policies of the Federal Reserve System have 
been several governors of Federal Reserve banks, who 
met in New York for that purpose, while in Washington 
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the Governor of the Bank of England has held conferences 
with Federal Reserve Board and other public officers. 

The whole situation is once more raising, in the 
minds of bankers and financiers, the problem of Federal 
Reserve foreign relationships as affected by recent 
developments. Perhaps the outstanding subject of dis- 
cussion among New York bankers has been the gold 
policy of the Federal Reserve System—a policy which 
has been particularly accentuated of late by the steady 
growth of American gold holdings to the highest level 
in their history. It is the prevailing opinion that 
Federal Reserve authorities will not be inclined to 
allow a repetition of the easy money policy of 1927 
and the following years. In speaking of this easy 
money policy in relation to the discount question, 
an executive officer of one Federal Reserve bank, during 
the banking hearings of the past winter, sought to 
explain the policy of the reserve system during 1927 
and the following years in these words :— 

“ Beginning in 1928, we raised our discount rate 
three times. We sold over $400,000,000 of Government 
securities. We lost $500,000,000 in gold. Had anybody 
said two years before that it was possible to raise the 
discount rate three times and sell $400,000,000 of 
Government securities and export $500,000,000 of gold 
without checking inflation, it would have been thought 
impossible, but that is just what happened.”’ 

An officer of the Federal Reserve Board in com- 
menting upon the same episode said :— 

“In 1927 on August 5 the rate was reduced tc 
3% per cent. . . . I voted in favour of it. : 

I thought at the time conditions were just beginning 
to turn. Agriculture, of course, had turned. 

I based it also, secondarily, upon the result it might 
have—that of sending gold over to Europe to help resume 
the gold standard, increasing purchasing power, and 
thus helping our manufacturing and agricultural exports.” 

These sentences state fairly clearly the thoughts 
which were in the minds of reserve officers in establishing 
the easy money policy which, it is now admitted, was 
responsible for much of the speculation and inflation 
that culminated in the panic of 1929. The general 
consensus of opinion is that this policy must not be 
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again repeated, and that the redistribution of gold 
which was then sought cannot be attained by the 
proposed means. Mr. A. C. Miller of the Reserve Board, 
in testifying during the past winter, expressed this 
view, as follows :— 

‘There has been a vast amount of talk from time 
to time . . . about the necessity of redistributing 
the gold of the world. The enormous holdings that 
the United States possesses have frequently been alluded 
to as holdings that must be redistributed before the 
world can function properly. Something of that philo- 
sophy was involved, I think, in the determinations of 
the Federal Reserve System in 1927, when it engaged 
in its great easing operation in the money market and 
brought money rates down to the point where an 
outward flow of gold was stimulated. This flow carried 
out almost six hundred millions of gold . . . by 
midsummer 1928. . . . Asan economic proposition, 
among countries on the gold standard and maintaining 
a free gold market, there can be no such thing as a 
maldistribution of gold of any extent or duration. 
Nor can gold be redistributed on any large scale or 
for any length of time by the process of central bank 
control of money rates. You might as well talk about 
digging a hole in water, as talk about rearranging the 
relative levels of gold in the different countries, by 
an artificial manceuvre. . . . It is a notable phe- 
nomenon that much, if not most, of the gold that was 
shipped out in 1927 and 1928 is already back.” 

This point of view, which has gained ground widely 
in the Federal Reserve System, is likely to exert a very 
large influence upon the gold policy and discount rate 
methods of the Reserve banks during the coming 
months. Already there is strong pressure in influential 
quarters for a decided advance of rates. It seems 
safe to say that there would be no repetition of the 
easy money policy of 1927-8, for the purpose of driving 
gold out of the United States, the renewal of excessive 
speculation and inflation at home being viewed as the 
inevitable price of the adoption of such a policy. 

Perhaps second only in importance to the discount 
rate of gold question is the problem of foreign financing 
and the participation of the Reserve banks therein. 
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In time past the method of handling this question 
has been much as follows: American bankers, when 
appealed to by foreign countries for loans, have usually 
presented the question to a Reserve bank in one way 
or another, particularly in those cases where an un- 
stabilized currency existed, or where the export of 
gold had been forbidden, or where banking troubles 
of one sort or another impeded the restoration of 
soundness in finance. The Reserve System has then 
either undertaken, or refused to become party to, an 
arrangement for bringing about stabilization of currency. 
Thus it shared in the agreement between a group of 
central banks relating to stabilization in Belgium, 
Italy, Poland, Rumania and other countries. After 
such an arrangement had been perfected, it has been 
the practice for reserve banks to do whatever was 
assigned to them as their share in the task of maintaining 
stable exchange. American bankers have gone ahead 
with such loans or credit as they saw fit to extend, 
basing their offerings upon the fact that stabilization 
had been effected. Can the Reserve System be expected 
to undertake this kind of responsibility with respect 
to Brazil or any other country? There are many 
persons in the American market who think that it 
must do so, and that such action is a necessary ante- 
cedent to the resumption of foreign lending of private 
capital through American money-market channels. 
During the months since July 1930, foreign lending 
has been brought very nearly to a standstill (com- 
paratively speaking), notwithstanding the fact that during 
the first half of 1930 a good deal of capital was furnished 
to foreign countries. The recession in foreign lending 
has had a very disastrous reflex effect upon the export 
of American goods, there being a reduction of something 
like 35 per cent. during February, the last month for 
which figures are available, as compared with February 
1930. The falling off in business that has thus occurred 
has made American manufacturers and business men 
exceptionally urgent to have the financial basis of the 
foreign trade restored. Such restoration has, thus far, 
appeared to be out of the question. Now comes the 
issue concerning the policy of the Reserve banks, and 
the adoption of a helpful attitude on their part, which 
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appears to be a sine qua non in improving the condition 
of countries with unstabilized currency, through private 
loans. 

The Reserve System, in spite of its large gold holdings, 
continues to be in an unsatisfactory position for the 
taking on of large commitments abroad. The out- 
standing body of acceptances contains many that are 
“frozen.” The total outstanding of all classes is now 
in the neighbourhood of $1,500,000,000. Included in 
this amount are $543,000,000 made against goods in 
storage in, or in process of shipment between, foreign 
countries. It is not possible to say how many of these 
are actually in the hands of the Reserve System as 
owner, the latter having reduced its total holdings 
of acceptances sharply within recent months. It is 
however, in a general way responsible for the liquidity 
of American credits. As to the character of the 
acceptances themselves, one reserve bank responding 
to questions as to the cause of the growth of foreign 
acceptances of the kind referred to, attributes it largely 
to the difficulty of getting regular long-term loans in 
favour of those countries in the New York market. 
The bank in question says :— 

“With regard to the large increase in the volume 
of acceptances drawn from foreign storage and shipment 
between foreign countries, it appears that a substantial 
amount of this business originates in Germany and in 
central European countries, and that it results, at 
least to some extent, from a continued shortage of 
capital.” 

Whether the acceptances held by the Reserve banks 
themselves are largely of this type or not, the institutions 
have the duty of supporting the acceptance market. 
Some of the reserve banks, however, have very little 
“free gold,’ and if obliged to make much larger 
advances to members, might easily find themselves 
obliged to become rediscounters at other reserve banks, 
as they did during the depression which followed the 
panic of 1920. This situation has an extremely import- 
ant bearing upon foreign policies of the System, and 
tends to limit its activities. These facts explain why 
the Reserve System is likely to display much more 
hesitation than in the past, when applying the stabiliza- 
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tion policy of which so much has been said. Whether with 
regard to Brazil or with any other country, a decidedly 
different attitude of mind is likely to be pursued. 

The question of relationship to German reparations 
and the problems connected with them remains as 
obscure as ever. During the past winter, various 
influential factors of the national government have 
expressed the positive opinion that the United States 
would stand firm against debt cancellation or the 
readjustment of interallied debts. This opinion has 
been expressed notwithstanding the fact that there 
has been an unmistakable growth among the most 
enlightened bankers of the community, as well as 
among financial figures generally in favour of a liberaliza- 
tion of the narrow policy thus far pursued. Chairman 
Wiggin of the Chase National Bank, for example, 
in his recent report to stock-holders used the following 
expression :— 

“Cancellation or reduction of the interallied debts 
has been increasingly discussed throughout the world. 
This question has an importance far beyond the dollar 
magnitude of the debts involved. Without commenting 
on the many arguments on both sides of the controversy, 
and aside from the question of the justice of the 
cancellation, I am firmly convinced it would be good 
business for our government to initiate the reduction 
of these debts at this time.” 

This simple expression of opinion has been symptom- 
atic of the change in thought of many bankers, but 
when Mr. Wiggin himself was questioned about it on 
the witness stand, in January last, he found it necessary 
to say “That has caused a great deal of trouble as 
it stands.’’ And it seems unquestionable that the govern- 
ment authorities have been annoyed by discussion of 
the subject, while reserve banks, necessarily aware of 
the prevailing attitude in public life, will hardly be 
likely to do more than is already implied in their 
collaboration with the Bank for International Settlements 
—a collaboration which was itself forbidden by the 
President of the United States in so far as the organization 
of the institution was concerned. 

The silver question is not one in which the Reserve 
System can share to any considerable extent. It is 
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already under advertisement in Washington, by reason 
of the Senate Resolution of last winter in which request 
is made for the calling of an international conference 
on silver. This request was the outgrowth of expression 
on the part of silver-mining interests of their own 
wishes in the matter, which, however, are those of 
producers, and hence in very considerable degree opposed 
to the ideas of such nations as are buyers of silver. 
The Reserve System contains no factors which are 
particularly well-informed or authoritative on the silver 
question, and at the present moment there appears 
to be little prospect of its allowing itself to be drawn 
into the discussion, in spite of the urgency of the silver 
mining interests and their desire to get anyone at work 
on the subject that can be induced to play a part in it. 

The Governor of the Bank of England has found 
in his discussions a new attitude with reference to the 
management of the affairs of the Reserve System as a 
whole. Up to a date just before the panic, the manage- 
ment of the System was dropping more and more into 
the hands of the Reserve Bank of New York whose 
representative was usually made chairman of a so-called 
Council of Governors which represented the reserve 
banks as a group and had ordinarily attempted to be 
largely independent of the Federal Reserve Board. 
It was disclosed for the first time, during the banking 
hearings of the past winter, that there had been a very 
decided change in this phase of the organization of 
the Reserve System. The matter came up through 
a question on the part of the Chairman of the Senate 
sub-Committee on Banking who asked a witness for 
the Federal Reserve Board whether the Governors’ 
Conference was not “defunct.” The answer of the 
witness was that it is not “defunct” but that “its 
deliberations are mainly confined to technical matters,” 
while at the same time a body known as the “ open 
market investment committee’”’ which had previously 
been given very large powers in directing the investments 
of the reserve banks had in fact been superseded by 
an “‘ open market policy conference ”’ including a member 
from each of the reserve banks which has been set up 
in its place and whose policies are required to be approved 
by the Federal Reserve Board. 
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The upshot of the matter is that, without much 
public emphasis in the matter, a very decided step has 
been taken toward the disestablishment of the Federal 
Reserve Bank of New York as the representative of 
the entire System. Mr. Miller of the Federal Reserve 
Board, when testifying before the Senate Committee 
last winter, was asked by the Chairman of the sub- 
Committee whether past practice had not “ produced 
the impression abroad that we have a central bank 
in the United States and that central bank is the New 
York bank.”” While fully admitting that this impression 
had existed to ‘‘a considerable extent,’’ Mr. Miller 
added : 

“T was abroad last summer and I should say that 
it does not exist to the same extent that it formerly 
did; and let me add in a spirit of frankness, because 
of some diminution of the prestige of the American 
Reserve System in the eyes of some European bankers, 
I think they are becoming disposed to inquire into the 
constitution of the Reserve System.”’ 

The same witness spoke of a recent occasion when 
the heads of foreign central banks had visited the 
United States and had been afforded no opportunity 
to consult with the Reserve Board except through 
the courtesy of the governor of one of the reserve banks 
as “a rather sorry and shabby episode.”’ The opinion 
was, however, expressed by various witnesses that the 
situation was being fairly well cleared up and that in 
future the entire group of reserve banks under the leader- 
ship of the Reserve Board would insist on acting upon 
their own foreign policies, with independent judgment 
instead of accepting the unquestioned leadership of 
any one of the group. It is this new condition which the 
Governor of the Bank of England has found it necessary 
to confront in his consultations during the present visit. 
The position is unquestionably very different from what 
it was in 1927 and earlier, and in some respects is one 
which is much more difficult to deal with. There seems 
to be little doubt that prevailing opinion in the banking 
community is strongly on the side of much greater 
publicity for, and much wider participation in, delibera- 
tions regarding the foreign relationships and functions of 
the Federal Reserve System. 
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There is every reason to feel that the foreign banking 
policy of the future will be more and more shaped 
from Washington, and this doubtless means shaped 
by the present Governor of the Federal Reserve Board 
who has recently been confirmed by the Senate. The 
influence of the Secretary of the Treasury has, for 
many months past, evidently been waning, and is 
likely to continue to fall off along with that of the 
President who is now far less influential than at any 
time in the past. During the next two or three years, 
therefore, there may be a possibility of greater inde- 
pendence on the part of the Reserve System than has 
existed at any time for about a decade. Much, of 
course, depends upon the composition of the Reserve 
Board or, as one of the witnesses in last winter’s 
hearings expressed it, “in the long run the importance 
of the Federal Reserve Board as a factor in the Federal 
Reserve System is going to depend on what it does, 
rather than on what it seems. A fully competent 
board will be accorded the respect to which it is entitled 
and will not allow itself to be pushed aside where it 
has ultimate responsibility.’’ In this connection it is 
well worth noting that there are still three vacant 
places on the Reserve Board and that much will depend 
on the character of the incumbents who are to be 
appointed. Nevertheless the background, as already 
indicated, is more favourable for independence than 
for a long time past, while the Board seems to have 
felt particularly the call for independence on its part, 
in a very special way, with respect to negotiations with 
foreign central banks. 

This state of things already shows its importance 
in the current negotiations, and necessarily gives them 
a character, and probably an outcome, quite different 
from those that might have been expected under other 
conditions. 

















Currency and Credit in India 


HE Hilton-Young Commission on Indian Currency 
and Finance made the following terse comment on 
the general position: “‘ The Government controls 
the currency. The credit situation is controlled in so far 
as it is controlled at all by the Imperial Bank. With 
divided control there is likelihood of divided counsels 
and failure to co-ordinate.’’ Possibly at no time since 
the issue of the Report has the truth of that statement 
been more obvious than at the present time. No reference 
is meant to the contractions which have been taking 
place recently against transfers of funds to the Secretary 
of State in London from the Gold Standard Reserve, for 
these are of a different nature from those referred to in 
this article. Such transfers with their resultant contrac- 
tion would have had to be made even by a reserve bank 
in the present state of the exchanges. For months past, 
however, the Government have in pursuance of a policy 
of deflation, sometimes called the removal of redundant 
currency from the market, been transferring their balances 
from the Imperial Bank to the Currency Office in cancella- 
tion of ad hoc Treasury Bills. This has been done to such 
an extent that they are now compelled to borrow for 
ways and means purposes from the bank, and the bank, 
in turn, owing to the dangerously low condition of its 
cash balance, has been compelled to take advantage of 
its facilities under the Currency Act to obtain loans of 
currency against trade bills from the Currency Depart- 
ment. 

The result of these operations so far as the general 
public are concerned may be considered for a moment. 
In the first place, in order to obtain the funds with which 
to cancel the Treasury Bills held by the Currency Depart- 
ment, Government had to borrow from the public, 
thereby incurring a liability to the public instead of to the 
Currency Department. The former involves a charge 
on general revenues, whereas the latter is inter-depart- 
mental. Secondly, they have borrowed from the Imperial 
Bank for ways and means, presumably at bank rate, 
which lays a further charge on general revenues. The 
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third operation by which the Imperial bank borrows 
from the Currency Department brings a return to Govern- 
ment in the shape of interest paid by the Bank, which 
to some extent neutralizes the effect of the second opera- 
tion. The net result of the three operations is that the 
Currency Department is still lending to Government, 
but by means of financial jugglery which has resulted 
in loss to the taxpayer and disturbance to the money 
market and banking conditions generally. That this 
jugglery should be called currency control is surely a 
misnomer. 

An analysis of the facts of the situation may be of 
interest in order to ascertain exactly what is meant by 
Government control of currency, and how this may clash 
with the credit policy of the Imperial Bank. The state- 
ment that Government control the currency refers 
primarily to the maintenance of the international value 
of the rupee. Government are under a statutory obliga- 
tion to sell or buy currency at the rate of one rupee for one 
shilling and sixpence gold. It should be understood that 
the term currency means rupees or currency notes as 
distinct from other forms of money. In addition to 
issuing currency against gold they may, and also in 
practice do, issue currency to the Imperial Bank on the 
security of trade bills, but charge for such issues at bank 
rate with a minimum of 6 per cent. The maximum 
limit of this ‘“‘ emergency ”’ issue is Rs. 12 crores. Two 
other methods of issuing currency have been adopted 
from time to time. Rupees have been issued to the 
Imperial Bank for credit to Government account against 
transfers of gold or gold securities by the Secretary of 
State to the sterling portion of the reserve of the Currency 
Department in London. Further, following on the series 
of deficit budgets in 1921 to 1923, rupees were issued 
against Treasury Bills ad hoc and deposited as security 
with the Currency Department. 

It must be noted carefully, however, that the ad hoc 
Treasury Bills issued for this purpose were different 
from the bills of the same name created to make up the 
difference in the Currency Reserve consequent on the 
revaluation of the gold in the reserve after the change in 
the ratio from Is. 4d. to 2s. These bills did not involve 
any fresh issue of currency as they merely represented a 
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gap in the reserves against the existing note issue. Sub- 
sequently, however, such bills coincided with what in 
effect was a forced issue of paper currency on the country, 
and as such were rightly looked upon as undesirable. 

As regards the supply of currency, therefore, it is clear 
that the control is in the hands of Government except 
to the extent of Rs. 12 crores, which may be obtained 
by the Imperial Bank as a loan against trade bills. 
Control of the supply is in accordance with the practice 
of governments throughout the world, the main difference 
in India being that the currency note is a Government 
note and not a bank note. The important point to note 
is that the supply is entirely automatic and responds to 
the demand in so far as it is made at gold point or at 
the price the Imperial Bank is prepared to pay for its 
Rs. 12 crores. The issue of currency against sterling 
securities or against ad hoc Treasury Bills is, however, 
solely in the hands of Government. 

In this connection it is interesting to recall the events 
of 1924, when there was a strong demand for currency, 
but owing to the ineffective 2s.-ratio the supply was not 
automatic. Towards the end of 1924 the cash balance of 
the Imperial Bank had fallen so low that considerable 
anxiety was being felt by all the Chambers of Commerce 
in India. It was argued that Government were refusing 
to issue sufficient currency for the needs of the country, 
resulting not only in heavy withdrawals from the Imperial 
Bank, but also in the maintenance of a high bank rate 
at a level at which the bank could obtain the maximum 
supply of emergency currency. The matter was discussed 
at the annual meeting of the Associated Chambers of 
Commerce in Calcutta early in 1925, and a resolution 
was passed calling upon Government to take steps to 
provide for such permanent increase of currency as might 
be necessary for the requirements of the country. The 
Chambers of Commerce maintained that the index of the 
requirements of the country was the cash balance of the 
Imperial Bank. As the only feasible method of increasing 
the supply of currency was by issues against sterling 
securities in London, Government, on the other hand, 
held that the state of the exchanges must also be taken 
into consideration, and stated that they were trying to 
steer a middle course between starving the country of 
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currency and giving due consideration to the exchange 
position. A point which was brought out in the dis- 
cussion was that the demand for currency was largely 
psychological, and a small change in the habits of the 
people of India resulting in a small effective demand per 
head might make a heavy drain on the cash resources 
of the Imperial Bank, whatever exchange might be, unless 
Government took steps to supply the additional currency. 

To-day the situation is much the same, althought he 
contributing causes are entirely different. Crores of 
rupees have returned from circulation owing to trade 
depression and low prices. In their anxiety about the 
stability of exchange, Government have been borrowing 
heavily and then deflating their balances by contracting 
currency. They have done this so effectively that at the 
moment not only is currency not redundant, but the 
Imperial Bank has been forced to borrow from the 
Currency Department in order to maintain the semblance 
of liquidity. 

One point has become clear as a result of past experi- 
ence. Owing to the existing method of charging the 
Imperial Bank interest at bank rate with a minimum of 
6 per cent. on issues of emergency currency, the price 
of currency can affect the price of credit regardless of the 
general credit position at any time. Government have 
thus a lever for raising the bank rate, and it has been 
stated on more than one occasion that the rate has been 
forced up against the wishes of the bank authorities. It is 
argued that if the issue of currency against trade bills is 
sound, it is unfair to charge for it at an arbitrary rate, 
which handicaps the very trade that the additional 
currency is supposed to be assisting. In countries where 
currency can be expanded against trade bills it is usually 
in the form of rediscount facilities at the central bank’s 
rediscount rate. By analogy, therefore, the issues of 
emergency currency should be at current bank rate with 
no fixed minimum. 

In this connection it may be observed that despite 
large fluctuations in the visible cash balance of the 
Imperial Bank during the past few years, the credit 
position as indicated by deposits remains fairly constant. 
Criticism has been forthcoming that fluctuations in the 
bank rate are unduly wide, but it has been clear on 
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many occasions that the authorities have endeavoured to 
maintain a stable rate and have not been over-influenced 
by the cash position except when they have had to 
consider the need for obtaining fresh supplies of currency 
under the emergency provisions of the Currency Act. It 
is obvious that they must be prepared to face large 
seasonal fluctuations in their cash balance, and the know- 
ledge that they have Rs. 12 crores of currency at their 
disposal is a reassuring factor. It would be more reassur- 
ing if the currency could be available at the current dis- 
count rate instead of at a minimum of 6 per cent. 

t is, however, exceedingly difficult for them to cope 
with the arbitrary large withdrawals by Government, 
and it is in this respect that dual control is harmful to the 
country. It is true that Government are only operating 
on their own balances, but the operations are not normal 
ones, and in view of the fact that the banking structure of 
the country is built on the cash balance of the Imperial 
Bank it seems only logical that the initiative for the 
reduction of that balance by extraordinary methods 
should rest with the bank. 

It may be of interest to consider for a moment the 
object of the withdrawals by Government. The theory 
of the procedure seems to be that by contracting currency 
they will enforce restriction of credit, resulting in lower 
prices, improved exports, and stronger exchange. A 
detailed discussion of this theory would involve a long 
digression, but it need only be said that in India the lag 
between economic cause and effect is generally so pro- 
nounced that it often appears that ordinary economic 
laws do not hold good. In fact, it is unsafe to apply theory 
based on practice elsewhere to Indian conditions without 
watching very carefully for unanticipated results. The 
extent to which Government can control prices by 
manipulation of currency is very doubtful, and it has 
also been questioned as to whether the credit control of 
the Imperial Bank has any great effect on prices. That, 
however, is a matter which need not be discussed at this 
stage. 

The deductions to be drawn from this survey of the 
situation are that the control of currency by Government, 
in so far as it has been exercised through arbitrary 
operations on the cash balance of the Imperial Bank, 
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has resulted mainly in embarrassment to the bank, 
an increased charge on industry in the shape of a higher 
bank rate than would otherwise have been necessary, 
and uncertainty in the exchange and money markets. 
The hope is expressed that all this will be avoided when 
a Reserve Bank is created, but surely it would be a step 
in the right direction and an immediate improvement in 
the present state of affairs if Government would come 
to an understanding with the Imperial Bank that the 
onus of contraction of currency should be with the bank. 
As regards the credit situation, Government will still 
be able to exercise their influence by their loan operations, 
but they should refrain from interfering with the founda- 
tion of the banking system of the country in the shape 
of the cash balance of the Imperial Bank. If the bank 
finds that its balances are excessive it can deliver rupees 
to Government at the rate of Is. 6d. per rupee under 
the existing law. In this connection, it may be noted 
that under the scheme for a Reserve Bank proposed 
by the Hilton-Young Commission, the only provision for 
the disposal of redundant rupees was through the Issue 
Department of the bank, where five rupees may, at the 
initiative of the bank, be exchanged for four rupees gold, 
but there was no provision for anything corresponding 
to the present empirical method of deflation. 

The basic principle should be that the cash balance 
of the Imperial Bank, which it acquires in the ordinary 
course of its business and on which its normal credit- 
giving activities are based, should be under its own 
control. It would then have to be prepared for the 
normal outgoings of Government, but would be freed 
from the anxiety of extraordinary withdrawals. As a 
result the banking system as a whole would benefit, and 
the executive of Government would be relieved of the 
serious responsibility of interfering with the foundation 
of the banking system of the country. The grounds of 
accusation of currency manipulation in the interests 
of any section of the community would also simultaneously 
disappear. 
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The Banking Outlook in Canada 
By Ernest B. Roberts 


ISCAL years for all but one of the chartered banks 
Fiz Canada end in November, December, and January. 

There is a traditional reason for this fact. In 
pioneer days it was easier for bank directors, going the 
great distances to meetings, to drive in sleighs, over 
their knees in straw and encased to the ears in bearskins, 
when the snow lay thick and crisp and the frozen rivers 
offered forty-mile run-ways to their fast-going nags, than 
when forest roads were flooded in spring and autumn. 
To-day only the Weyburn Security Bank, founded quite 
recently in the Prairie Provinces, holds its annual 
meeting in summer. 

A composite sketch of the meetings just held would 
show that Canadian banking had had “ hard sleighing ”’ 
in 1930, but had come through drifts and over the ice 
fissures better than some bank managers had anticipated. 
The annual reviews and forecasts of bank directorates 
are keenly read by the general newspaper reader, for 
in Canada “‘the bank” has never had an impersonal 
character, and the banker is usually a popular man in 
his community. This year the reviews have been almost 
cosmopolitan in tone and scope. Literally mankind has 
been “surveyed from China to Peru ’’—for Canadian 
banking is much interested in the Orient and South 
America. Yet the directors have always come back to 
Russia and its menace of dumped wheat competing 
with Canadian wheat in Europe. 

Apart from the economic depression that is common 
to the wide world, Canada has a legacy of trouble in 
the matter of selling the last two wheat crops, of 1929 
and 1930. The Western wheat pools’ officials, as late 
as July, 1929, announced that Prairie farmers could not 
profitably sell wheat below $1-°55 a bushel, and it is 
current knowledge that when, a month later, Mr. J. H. 
Thomas came to Ottawa to discuss what he would not 
hesitate to call “swapping ’’ Welsh coal for Western 
wheat, his offer of $1-25 was refused. At that time 
there were 150,000,000 bushels in store. The present 
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market price for that selfsame 1929 wheat is 55 cents— 
and a drug at that. 

Of the urgency and need for the sale of these accu- 
mulated stocks there can be no doubt. Farmers on 
600-acre holdings in Saskatchewan have this winter had 
to take Government-supplied food, while their 1929 and 
1930 wheat has been idle in the local elevators, with the 
nearest grist mill over 500 miles away! “Corn in 
Egypt’ was never farther away than this. So exclu- 
sively have these men been ‘“ wheat mining” by a 
system where all farm work from ploughing to threshing 
is done by contract gangs of men who vanish in winter 
as completely as the swallow, that they have neither 
pig nor chick to kill for food, and their daily vegetables 
come in one-pound tins from California. 

Naturally there has been a growing anxiety in the 
public mind as to the degree to which the seven chartered 
banks concerned in advances to the pools and to inde- 
pendent farmers have been committed. Hence the 
double reason for the prominence given in most of the 
annual statements to wheat crop financing. Just before 
Christmas, officials of the Canadian Bankers’ Association 
had a long conference at Ottawa with the Premier, the 
Rt. Hon. Mr. k. b. Bennett. His announcement to 
the press then was that “ Arrangements have been 
concluded that ensure the orderly marketing of the 
1930 wheat crop of Western Canada.” That is taken 
to mean the support of the central Dominion Govern- 
ment. The most explicit of the bank references was 
that of the general manager of the Royal Bank, Mr. M. W. 
Wilson. ‘‘ At home,” he said, “‘ there has been much 
discussion regarding credits extended by the banks to 
the wheat pools. You should be informed that, while 
such loans run to considerable figures, they are on an 
unquestionably safe basis, being secured not only by 
grain, but by Government guarantees that effectually 
preclude the possibility of loss to the lending banks.” 

The history of the “ pool”’ financing is briefly this : 
Wheat co-operative associations, here called “pools,” 
were formed in Alberta in 1923, and in Manitoba and 
Saskatchewan in the next year. They work together 
in unison and handle one-half the Western wheat crop. 
Their warehouse capacity runs to almost 100 million 
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bushels. In the first seven years the sum of £250,000,000 
was paid to members from sales. A “ lending banks’ 
committee,’’ composed of representatives of the seven 
largest chartered banks, arranges the loans with the 
joint pools’ directors. At the beginning of the crop 
year a credit is opened to enable the pool to pay members 
a first payment on any grain delivered to the elevators 
(warehouse), which is covered by warehouse receipts 
on the grain. The amount of this first payment is set in 
consultation with the bank representatives at a figure 
to allow a margin of at least 15 per cent. in favour of 
the banks, between the total indebtedness and the value 
of the securities deposited. As the wheat is marketed, the 
loan is liquidated and any balance becomes available for 
distribution among members of the pools. The first 
difficulty occurred when the price of 1929 wheat fell 
drastically, and the banks had to cover. Local legis- 
lation was eventually secured in each of the three 
Western Provinces, which guaranteed the banks against 
any ultimate loss on the 1929 crop, and each province, 
by local enactment, took mortgages on pool properties. 
By resolution at the pools’ annual meetings the repayment 
to the banks of excess advances made under the first 
payment to farmers was agreed to—that is, the farmers 
themselves did not get for the 1929 crop even the first 
estimate of the bushel value for their wheat. 

Of the prospects for the sale of the 1930 wheat crop 
all that is publicly known so far is the bare statement 
made by Mr. Bennett. What is bothering all Canada 
now is the knowledge that the world’s wheat supply 
is already ample for two years, that heavy crops are 
even now going forward to Europe from Australia and 
Argentina, and that some 150 million bushels are still 
in store in Western Canada with the next seeding time 
not far off. It is noticeable that since his return from 
the Imperial Conference, Mr. Bennett has mainly devoted 
his time to the wheat marketing problem, and at 
practically all his many conferences with the three Western 
provincial premiers, representatives of the chartered 
banks have been present. 

In the more immediately professional interests of 
bankers, the Canadian annual meetings have mainly 
discussed questions of general world interest and 
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importance. Sir John Aird, premising that the Dominion 
had seen no panic, remarked: “ To prevent a decline 
in gold production, international action could be taken 
to stimulate, by subsidies, prospecting for gold, and 
for research in metallurgy with a view to reducing milling 
costs, and, as was the case in copper mining, to introduce 
some new form of ore treatment which would make 
available for mining fairly large known deposits of low 
grade ores. This proposal is made, not because Canada 
is regarded as the most likely country for the discovery 
of new mines, but because the need for the new supplies 
is too urgent to leave to casual prospecting, or to the 
accidental discovery of some revolutionary metallurgical 
method.” 

Apropos of prospecting, Sir John mentioned that the 
general manager of the Bank of Commerce, Mr. S. H. 
Logan, “ performed his first administrative duties in a 
tent set up in the woods of Northern Ontario ”’ in a gold 
prospecting rush some thirty odd years ago. 

Another suggestion was made by Mr. C. E. Neill, 
vice-president of the Royal Bank. He said: 


“‘ T would suggest that a committee of the world’s 
outstanding economists should be appointed, some- 
thing along the lines of the Gold Delegation of the 
Financial Committee of the League of Nations, to 
report on and criticize the charters, policies and 
operating technique of the principal central banks. 
The privileges and restrictions under which such 
banks now operate are mainly based on tradition 
and the experience of a different financial age, and 
they require revision from top to bottom. Such a 
report would do much to create an enlightened 
public opinion, without which the problem will 
continue to be ignored or treated on narrow national 
or political lines. The problem is well understood 
and, given the will to do so, and the absence of 
political interference, can undoubtedly be solved.”’ 


Anyone familiar with Canadian public life and the 
‘“‘ national leadership’”’ that is expected, if not exacted, of 
the banks, would take it for granted that there would be 
plenty of ‘‘ optimism ”’ in Canada’s future expressed at 
the meetings. It is often hard to distinguish in things 
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Canadian when legitimate confidence in the country 
topples over into sheerest “‘ boost,’’ and when per cent 
becomes merely per-haps. Yet the soundness of many of 
the expressions about economic recovery and the reasons 
peculiar to Canada for that view are worth recording. 

“In this virile country there can be no question of 
permanent depression.’’—SIR CHARLES GORDON (Pvesident 
of the Bank of Montreal). 

“ The stability of our great industries and the strength 
of our financial institutions during the past year con- 
stitute a record. It is this stability which is the basis for 
my optimism concerning the future.’—Sir HERBERT 
Hott (President of the Royal Bank). 

“Canada is fortunate in that its income is derived 
from a variety of important trades and occupations, most 
of which are based upon raw materials existing in abund- 
ance within our own borders.’’—Messrs. W. A. Boc and 
Jackson Dopps (Joint Managers, Bank of Montreal). 

““ Recovery is certain. The time required to bring it 
about will be determined largely by our own resourceful- 
ness and ingenuity. It is necessary that we work harder, 
reduce production costs, and display the same high 
courage that in the past helped us to overcome depres- 
sion.’’—SIR JOHN AIRD (President of the Canadian Bank 
of Commerce). 

“It seems beyond doubt that the recuperation has 
already set in. Canada has the resiliency of youth; it has 
great resources, and its reserves of energy and initiative 
are unimpaired.’—Mr. BEAUDRY LEMAN (President of the 
Canadian Bankers’ Association and General Manager of the 
Banque Canadienne Nationale). 

“We are in all essential respects a favoured people. 
The long prospect now, as always, is one upon which we 
can build in confidence.’—Mr. W. G. GOODERHAM 
(President of the Bank of Toronto). 

These are typical of the views expressed by Canadian 
bankers in recent addresses made at the height of the 
trade depression. 
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Books 


A First Book oF Economics. By NORMAN CRUMP. 
(Macmillan & Co., 3s.) 


HERE is a book different from the plethora of new 
text-books—a book practically unique—exploring the 
border line between economic theory and practice. 

As criteria of its usefulness, its accuracy and its 
need, one cannot do better than take the purposes its 
author has designed it to serve, “‘to give the reader an 
inkling of economic theory, to enable him to understand 
a debate in Parliament on an economic question or the 
City columns or business news of a newspaper.”’ 

With those views in mind I have read it entirely 
through and enjoyed it because of its lucidity. It seemed 
impossible at the outset for this small book of 250 pages 
to cover the whole ground thus implied, but there is no 
doubt it does so simply and adequately for its purpose. 
Particularly valuable in this respect are the parts dealing 
with the problem of stabilization of over- and under- 
valued currencies that arose after the War and the 
explanations of company finance. 

“The inkling of economic theory,’’ is often forcibly 
put. This is to be welcomed since the sooner the public 
and some politicians realize economic truth the sooner 
are we likely to regain lost prosperity. The reader 
should find the discussion of some of the remedies that 
have been advocated for our depression interesting. 

The last criterion—to understand the City columns 
and business news of a newspaper—obviously should 
be and, in fact, is well met since the author himself 
perpetrates several columns of the kind weekly. The 
only criticism is that perhaps too much of the book 
has been devoted to finance and “ lubrication” and 
too little to industrial organisation. 

The relations between Capital and Labour are treated 
without fear. 

On certain minor points individual readers will 
probably desire to tilt at Mr. Crump. For instance, his 
definition of State subsidies to firms in an industry 
‘with the object of enabling them to bring their produc- 
tion costs down’”’ seems rather wide in view of the 
explanation of their effect which he gives immediately 
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after. As he realizes, their effect is usually to maintain 
costs by covering losses made by sales at market prices. 
There is a curious statement on p. 28 that copper coins 
are legal tender up to 13d. Surely 12d. 

These are, however, minor points, and the book can 
be recommended with every confidence not only to 
students but especially to that section of the general 
public which desires to form its opinions for itself after 
some study of the subject in question. Among such 
buyers the book should have a wide circulation. 


THE FEDERAL RESERVE SYSTEM AND THE CONTROL OF 
CREDIT. By WALTER E. SpaurR. (Macmillan & Co. 
Price 7s. 6d. net.) 

PROFESSOR SPAHR strikes a fair synthesis between the 
thesis of price stabilization at all cost and the antithesis 
of subordinating price movements to the necessity of 
maintaining an adequate reserve. He believes in stabiliza- 
tion through credit control within the limits of a safe 
reserve structure. His book gives an interesting account 
of the mechanism of credit control in the United States, 
and a brief description of credit control in Great Britain, 
France, and Germany. 





FEDERAL FINANCE. By RosBert A. Love, Columbia 
University Press. (London: P. S. King and Son. Price 
17s. net.) 

Tuts book contains a historical account of United 
States Treasury operations from the War of Independence 
to our days. It deals with the effect of these operations 
upon the monetary situation, and provides therefore 
a valuable assistance to those desirous of acquiring a 
good knowledge of the American money market. The 
author adopts a highly critical attitude towards the 
policy of the Treasury throughout its history, on account 
of the influence of the political factor and the absence 
of an adequate financial knowledge. 





THE SECURITIES CLERK IN A BRANCH BANK. By F. J. 
Lewcock. (Sir Isaac Pitman and Sons, Ltd. Price 
7s. 6d. net.) 

THE growing literature on technical questions of 
banking is a decidedly gratifying phenomenon, as it 
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tends to bring about a uniformity of banking practice, 
which is highly desirable from the point of view of banks, 
clerks, and customers. Mr. Lewcock’s book covers a 
comparatively narrow field of banking activity, but it 
covers that field thoroughly. It deals with guarantees, 
life policies, stock exchange securities and title deeds, 
from the security clerk’s point of view. 


A PRACTICAL EXAMINATION OF THE BILLS OF EXCHANGE 
Act. By Cecit H. H. FENNELL. (Sir Isaac Pitman and 
Sons, Ltd. Price 7s. 6d. net.) 


Tus book is a welcome guide in the mazes of the 
Bills of Exchange Acts of 1882, 1906, and 1917. It is 
written in non-technical language, and places the large 
amount of information it contains within the under- 
standing of the average student of banking. 





THE Root PRINCIPLES OF INVESTMENT. By H. Cope 
West. (Sir Isaac Pitman and Sons. Price 15s. net.) 
AFTER the introductory chapters giving some elemen- 
tary information the author gives some useful hints as 
to the calculation of the intrinsic value of a security. 





THE PROBLEM OF MAINTAINING PURCHASING POWER. 
By P. W. Martin. (P.S. King and Son. Price 15s. net.) 


WITH regard to the present economic crisis, this 
study of the question of industrial depression is highly 
topical, though the author takes a somewhat one-sided 
and dogmatic view. 


OPPENHEIM’S NEW FRENCH FRANC TABLES. Compiled by 
FREDERIC OPPENHEIM. (Effingham Wilson. Price Ios.) 


ALTHOUGH most foreign exchange departments nowa- 
days use calculating machines, this does not make the 
use of exchange tables superfluous, as the latter are 
useful as a counter-check. There is therefore a need for 
new tables of the sterling-franc rate, based upon the 
new parity of the franc. 
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Banking Keviews 
English Reviews 


HE present financial position of Australia affords 
a dire warning of the results which follow when 
a nation lives beyond its means, and in face of 
such a warning it seems somewhat strange that the 
attention of the British public is not more persistently 
directed to the abyss for which we are directly heading. 
The leading article in the April issue of LLoyps BANK 
review, entitled ‘‘ Unemployment Insurance,” by Mr. 
Walter Elliott, and the following article on “ The 
Estimates’”’ are, therefore, particularly welcome, for 
they cannot fail to impress the intelligent reader with 
the disastrous outlook for our country if the present 
spendthrift regime be continued for any length of 
time. 

Mr. Elliott’s contribution is of special value as 
it affords a calm résumé of the problem and fearlessly 
faces the difficulties attendant upon any attempts 
to put our Unemployment Insurance system upon a 
more satisfactory basis. The limited space at our 
disposal prohibits any attempt at even a brief précis 
of this excellent article, which should certainly be 
studied by all our readers, but certain points may be 
emphasized here. The writer states at the commence- 
ment of his article that ‘‘ Abuses have certainly grown 
and spread in recent years. But a reform of abuses 
alone would not restore the financial position.’’ He 
then shows the impossibility from the financial point 
of view of providing for the unemployed by “ work 
schemes ’’ and he points out a fact which is not often 
recognized, i.e. that the gain in “ morale”’ by such 
schemes “is doubtful so long as the works in question 
are realized by all to be temporary and not permanent 
solutions of the difficulty.” 

Having traced the growth of the system since its 
inception by the National Insurance Act of IgII, 
Mr. Elliott attacks the problem as it is presented to 
us to-day. He rightly considers that ‘A reduction 
of the strain on the Fund proper, either by a reduction 
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in numbers qualifying, or by a reduction of benefits, 
or by an increase of contributions, is under present 
conditions unescapable. This involves hardship to either 
employers, employed or taxpayer or, more probably, 
to all three. It involves far more than a mere reform 
of ‘abuses.’’’ He proceeds to show that the scheme 
to succeed must comprise two separate sections: 
(i) out-of-work insurance, and (2) unemployment relief. 
Owing to the universal desire for leisure, to have 
nothing to do, no penal provisions can prevent abuses, 
and therefore the “ out-of-work insurance’’ section 
must have a limited liability and the beneficiary will 
take good care not to draw his “savings’’ unless it 
is necessary. The Unemployment Relief is a more 
difficult problem. It cannot be contributory and its 
finance must be mainly central and not local. Mr. 
Elliott concludes that “It will require the full energy 
of a strong government, backed by a public opinion 
drawn not from one but from all classes, before the 
reforms which all agree to be desirable can be translated 
into practice.”’ 

Turning to the next article, ‘‘ The Estimates,”’ 
we find little encouragement, for the writer points 
out that not only have the Government refrained from 
making any drastic changes in policy which alone could 
permit of substantial economies, but they have even 
failed to make minor economies in Government expendi- 
ture in spite of the reduction in the Civil Service bonus. 
In short, they have failed to arrest the drift towards 
disaster. 

In the MIDLAND BANK review for March-April may 
be found a most instructive article entitled, ‘‘ The 
Depression in British Agriculture. An outline of pro- 
posed remedies.’”” The writer rightly assumes that a 
prosperous farming community is essential to the well- 
being of the Nation and points out that agriculture 
is Great Britain’s largest single industry, engaging 
roughly a million and a quarter people. He states 
that cereals and raw wool are now selling at prices 
below the pre-war level and that meat and dairy 
products are little higher, and yet costs are considerably 
higher. He then devotes a statistical analysis to the 
changes in the values of the different groups of agricul- 
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tural produce sold in Great Britain between 1908 and 
1929, and to changes in the areas devoted to various 
farming purposes between 1913 and 1930. This clearly 
shows the steady growth of pastoral pursuits at the 
expense of cultivation of field and other crops, and 
he points out that “‘the number of persons engaged 
in agriculture in Great Britain, which in 1908 stood 
at about 1,400,000, declined to 1,280,000 in 1925 and 
is doubtless still lower to-day.” 

What is the remedy? The proposals of the present 
Government, as embodied in the Agricultural Land 
(Utilization) Bill and the Agricultural Marketing Bill, 
are examined and the writer arrives at the conclusion 
that, apart from financial objections, these bills are 
not likely to bring about any immediate amelioration 
of agricultural conditions and that more drastic remedies 
are required. He does not consider the pros and cons 
of Protection, but devotes the remainder of his article 
to a detailed examination of the proposed “‘ Quota” 
scheme and the “Imports Board” plan. Of these 
he favours the “Quota” as deriving support from 
the opposing political groups in this country and also 
from the Dominions. We could wish, however, that 
the writer had been a little more definite concerning 
the finance of the scheme. He suggests that the 
requisite subsidy might be passed on to the consumer 
with a negligible increase in bread prices; but, in 
view of political pledges which have been given, it 
seems fairly certain that the subsidy would have to 
be met out of Government resources, i.e. out of the 
pocket of the tax-payer. 

The same review also contains an article on “ Britain’s 
Balance of Payments in 1930. The Plight of Debtor 
Countries,” wherein it is shown that last year this 
country managed to pay for all its imports without 
drawing on capital, though much of these imports 
were paid for by interest receipts from capital invested 
abroad. The writer then shows how the depression 
is far more serious for debtor countries and necessitates 
drastic adjustments of the economic life of such countries, 
which adjustments can be effected only over a protracted 
period. He concludes that ‘“‘ If prices move consistently 
and permanently on a downward trend we may be 
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quite sure that debtors will continue to be debtors, 
and indeed go further and further into debt, until the 
system comes near to breaking point.” 

The WESTMINSTER review for March has an exhaustive 
article on the same subject, entitled ‘‘ Measuring the 
World Depression,’”’ which should be a valuable antidote 
to any undue pessimism about this country. The 
conclusions reached are that the depression affects 
countries producing raw materials far earlier and far 
more severely than it does industrialized States and 
hence that “the volume of trade and the level of 
prosperity in this country have declined much less 
than the average for the whole world, and measurably 
less than in certain other industrial countries, such 
as the United States of America.’ The writer, however, 
ends on a note of warning to the effect that, while 
world prices for raw materials and food-stuffs may 
have reached bottom, yet a reduction in industrial 
costs in the “ finished ’”’ trades may be a more difficult 
and painful process. 

Trade conditions are exhaustively surveyed in 
BARCLAYS BANK review for April and it is pointed 
out that ‘“‘ The Economist ’’ Index Number for February 
actually showed a slight increase for the first time 
since July 1929, yet “ signs of a substantial improvement 
in international trade are still lacking.”” There is also 
an original article, under the title ‘‘ Public Works 
and the Trade Cycle,” wherein it is suggested that 
it is impossible to do away with recurring periods of 
boom and depression because the origin of the trade 
cycle is psychological—undue optimism alternating with 
excessive pessimism. In the opinion of the writer 
the postponement of public works (as distinct from 
relief works) till periods of depression, would do much 
to lighten such periods and would also enable these works 
to be carried out economically, as prices and interest 
rates are generally low at such times. But he points 
out that some forms of public works are not capable 
of being deferred or accelerated, and, moreover, ‘‘ where 
unemployment is not attributable mainly to cyclical 
movements, but springs from causes of a more permanent 
description, large-scale public expenditure may prove 
to be decidedly harmful rather than beneficial.’ 
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Among the “ Notes”’ in the same Journal may be 
found some useful information concerning the ‘‘ Changes 
in wage levels’’ since 1914, based on figures published 
in the March issue of the ‘“‘ Ministry of Labour Gazette.”’ 
It is shown that in almost all industries the average 
increase in hourly rates has been probably between 
go and 100 percent. This refers, of course, to “ nominal ”’ 
and not to “ real’’ wage rates. 

The March issue of the Monthly Circular of MARTINS 
BANK contains a résumé of the address delivered by 
the President of the Bank for International Settlements 
to the American Chamber of Commerce in Paris, which 
was fully reported in our April issue. 


Foreign Reviews 


The February—March issue of the review published 
by the BRITISH AND HUNGARIAN BANK, LTD. contains 
the speech delivered at the Annual Meeting by Count 
Emeric Karolyi, the Chairman of the Bank. He deals 
at length with the world crisis and its causes and then 
refers to the effect on Hungary. Very rightly he 
attributes a great deal of the present misery in the 
world to the war. He expresses the opinion held 
by many Hungarians and other Central Europeans 
that the peace treaties were unnecessarily hard and 
that countries were carved up and new countries 
created with scarcely any reference to their geographical 
position, or to their economic life and interdependence 
dating back for centuries. All these new nations desire 
to be self supporting and have erected high tariff 
barriers which hamper trade and apparently have done 
little good to the countries themselves. He also empha- 
sizes the enormous reparation payments imposed on 
the vanquished nations which are in no fit economic 
state to bear them. The United States also comes 
in for his criticism in their policy of high tariffs to 
keep out goods and yet at the same time of insisting 
on payment of war debts which can only be satisfied 
in the end by the sending of merchandise. 

The Economic Report of the HUNGARIAN GENERAL 
CREDITBANK for February-March refers to the efforts 
of the League of Nations to give assistance to agrarian 
states of Europe through the “ Paris Grain Conference ”’ 
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and also mentions the attempts to find a solution to 
the “ agrarian credit problem.” Although a great deal 
has not been achieved at Paris, nevertheless it is a 
beginning, and it is the first time that nations have 
met together and discussed their agricultural problems. 
It will devolve on the coming conference at Rome 
to find actual methods of disposing of the grain surplus. 

As regards Hungarian industry the author of the 
review states that “‘the reports of various branches 
of industry give the general impression that the prospect 
for the coming months is nevertheless regarded with 
a little more confidence than was till recently the case.”’ 
Stocks have become so far reduced that employment 
in certain branches of industry has shown slight signs 
of improvement. 

The ‘‘ Report of Economic Conditions in Germany,”’ 
issued by the DEUTSCHE BANK UND DISCONTO GESELL- 
SCHAFT at the end of March, is a little more optimistic 
than in the past. The author refers to the labour 
market ‘“‘ where, beyond the seasonal effects of the 
spring, there seems to be some prospect of improvement 
owing to a marked briskness of trade in a number of 
branches of industry.”” He goes on to say, however, 
that the statistics of production are still exceedingly 
low and “in the basic industries there are hardly any 
signs noticeable from which may be deduced a more 
marked increase in sales and production in the near 
future.’ Imports of raw material show no signs of 
increasing and the February imports were 40 per cent. 
below those of the corresponding month of last year. 
A great deal of short time is being worked in order 
to enable men to do something and thus combat the 
evil effect of prolonged unemployment. “ At the general 
meeting of the largest German coal and iron concern 
it was mentioned that roughly 33 per cent. more miners 
were working in their collieries than are required under 
normal conditions and with full-time work, and that 
the workers employed at the foundries are only occupied 
over forty hours on an average per week as against 
fifty-four stipulated by the tariff.” 

The writer of the NaTIonaL City BANK OF NEW 
YORK review for March begins as follows: ‘“‘ The past 
month has witnessed a further improvement in the 
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business situation. Sentiment, that intangible but highly 
important factor in business recovery, has been decidedly 
more cheerful. That the action of the stock market is 
responsible in no small degree for the improvement 
in sentiment is unquestionably true.” It would appear 
from this review and others from the United States 
that stocks of manufactured goods are now exceedingly 
low and orders have been placed to meet the current 
demand. It is particularly true of the automobile 
business, and this gives rise to activity in allied industries, 
steel, tyres, etc. A distinct improvement is noted in 
the cotton textile industry, no doubt partly due to 
seasonal demands, but undoubtedly due in great measure 
to the firmness in raw cotton which has lessened fears 
of further declines in the price of the raw material. 
It is nevertheless interesting to note that the stock 
of cotton in the United States is estimated at 11,700,000 
bales which is not much short of a full year’s consumption. 
The author states that “It never was more apparent 
that the South should grow its own food and feed, 
but that has been urged so long that there is little 
reason to expect any great change will be accomplished 
in one year. The acreage in cotton should be reduced, 
but there is the question as to what else shall be grown 
or what else but farming a cotton grower can do for a 
living.” 

The latter part of the review is taken up by accounts 
of the great depressions and crises which in the past 
have overwhelmed the United States and how they 
were surmounted. There is also some criticism of the 
present Socialist Government of Great Britain, but we 
feel that comment thereon is out of place in a publication 
of this nature. 

The review published in March by the Roya. 
BANK OF CANADA in Montreal contains an interesting 
summary of “ The Chadbourne Plan” for the disposal 
of surplus sugar in the principal producing countries 
of the world, and also regulations for the production 
of sugar throughout the world in the future. The 
account is concise and gives the reader a very good 
idea of the present sugar position and the possibility 
of its future developments. 
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bales which is not much short of a full year’s consumption. 
The author states that “It never was more apparent 
that the South should grow its own food and feed, 
but that has been urged so long that there is little 
reason to expect any great change will be accomplished 
in one year. The acreage in cotton should be reduced, 
but there is the question as to what else shall be grown 
or what else but farming a cotton grower can do for a 
living.” 

The latter part of the review is taken up by accounts 
of the great depressions and crises which in the past 
have overwhelmed the United States and how they 
were surmounted. There is also some criticism of the 
present Socialist Government of Great Britain, but we 
feel that comment thereon is out of place in a publication 
of this nature. 

The review published in March by the Roya 
BANK OF CANADA in Montreal contains an interesting 
summary of “ The Chadbourne Plan” for the disposal 
of surplus sugar in the principal producing countries 
of the world, and also regulations for the production 
of sugar throughout the world in the future. The 
account is concise and gives the reader a very good 
idea of the present sugar position and the possibility 
of its future developments. 











THE BANKER 


Table I 









GOLD HOLDINGS (ENT 


(IN MILLIONS OF £) 



































; | GERMANY 
ENGLAND| U.S.A. | FRANCE BELGIUM NETHER’ penmaRK) NORWAY | SWEDEN RUSSIA 
ey Total Abr 
1928 
JANUARY .. 154-7 577°0 145-9 21-0 33-9 10-0 8-1 12-7 91-3 4¢ 20-0 
APRIL os 157-4 564-8 145-9 21-7 35-9 10-0 8-1 12°8 95-9 43 19-2 
JULY ae 173-2 533-2 236-7 22-9 35-9 10:0 8-1 12-7 103-1 49 17:5 
OCTOBER .. 165°1 539°3 247°3 23-1 35-9 9°5 8-1 13-1 121-2 49 15:7 
1929 
JANUARY .. 154°2 540°8 | 263-1 25°8 35°9 9-5 8-1 13-0 133°6 49 18-9 
APRIL “s 155°8 570-2 275-3 26-0 34°9 9-5 8-1 12-9 126°3 6§ 19-0 
JULY oa 154-4 596-3 | 295-2 28°8 36-7 9°5 8-1 12-9 97°6 49 20-1 
OCTOBER .. 131-7 619-0 320-2 29-3 36°6 9°5 8-1 13°3 108-3 TH 29-2 
1930 
JANUARY .. 150°5 601-9 341-8 33°6 37:0 9-5 8-1 13-5 111°8 7% 30-2 
APRIL we 156-2 620-9 341°0 33°8 35°7 9-5 8-1 13-4 124°5 TE 33-2 
MAY - 163-6 631°4 340°9 34:1 35-7 9-5 8-1 13-4 125-1 7H 34:3 
JUNE ie 156-0 628-9 352°8 34°3 35-7 9-5 8-1 13-3 128-2 TE 38-5 
JULY na 156-3 615-1 355-6 34°3 35-7 9-5 8-1 13-3 128-2 7H 41-7 
AUGUST .. 152-6 608-5 370°8 34°5 32°3 9°5 8-1 13°4 128-2 7% 48-0 
SEPTEMBER 154-5 603-0 382-2 34°6 32°3 9°5 8-1 13-3 128-2 7% 51-2 
OCTOBER .. 155-6 611-0 395-3 36-2 32°7 | 9-5 8-1 13-3 119°6 7H 51-2 
NOVEMBER 160°4 616°3 411-4 37-0 35-2 9°5 8-1 13°3 106-7 10-4 51-1 
DECEMBER 154°6 618-1 421°5 37-1 35-2 9-5 8-1 13°3 107°2 10) 50-1 
1931 
JANUARY .. 145-9 604-3 432-6 39-2 35-2 9°5 8-1 13-3 108-5 104 51-1 
FEBRUARY 140-4 632-1 447-9 39°6 36-0 9-5 8-1 13-2 | 109-8 10% 51-1 
MARCH ae 140-9 635-8 451°5 40°5 36-8 9-5 8-1 13-2 111-9 10% 511 
APRIL “a 144-5 640-1 451°6 | 41-1 36°38 8-1 13°2 114°7 10) 53-2 





1 The figures are taken from the first returns of the month, except those fef Denmar! 
® Excluding a small amount held in the Banking Department. 
* Gold and silver holdings. 
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—_—— Se | - 
1928 
JANUARY 1,747-2 | 197-6 923-0 112-9 — | 39: 38-7 371°5 J 
APRIL oe 1,690°3 187°4 933-1 96°6 — |} 32-2 42-9 373-2 A 
JULY a 1,748°9 193-2 932-0 111-3 -- 29°8 58°3 376°2 | J 
OCTOBER .. 1,752°7 | 192-4 937-9 101-2 -- 36°4 52°6 37071 | } 0 
1929 | 
JANUARY 1,809-3 | 198:0 | 956-1 105-0 67°6 55:1 49-8 363°9 | | J 
APRIL ia 1,743°2 | 188-5 985°8 99-0 62°6 51° 55°3 360-4 | A 
JULY as 1,778°2 | 189-9 985-9 101-9 65-0 47°3 43-2 368-9 | J 
OCTOBER .. 1,764°5 189-2 973°7 101-4 63°6 72°2 31-4 360°7 0 
| | 
1930 oil 
JANUARY 1,767°5 | 192-0 969-1 111-8 75°5 64°9 53°5 355°8 | J 
MARCH 1,682°0 | 181-2 974°7 95-8 59-4 40°5 63°3 349°7 | } M 
APRIL 1,712°0 | 187-2 | 968-2 101-7 65-2 571 | 60°6 359-8 | A 
May 1,742°2 | 186-5 955°8 97°3 60°9 51:1 63°7 356-4 } M 
JUNE 1,791°38 | 189°6 | 960-5 99-0 63-0 50-0 56-0 | 360-4 J 
JULY 1,749°0 | 191-2 | 950-4 107-0 70:3 52-4 | 49°8 365-0 J 
AUGUST 1,767°2 | 188-0 934-3 96°3 63-0 51:9 47-9 | 365°8 A 
SEPTEMBER 1,763°9 | 186-4 | 926-8 100-2 66-0 43°4 56-2 359°5 S) 
OCTOBER 1,791-0 | 188-7 | 922-3 95:9 61-0 42-2 | 60°6 | 357-2 0 
NOVEMBER. . 1,800°5 | 188-8 | 918-7 92-2 57°8 34-9 64°3 | 354-2 N 
DECEMBER. . 1,838 °9 | 204°3 912°3 115°6 81-4 59-2 41°6 368-9 D 
| | 
1931 | | f 
JANUARY .. 1,835-9 | 194-6 | 907-4 97°7 64-4 48°8 51-4 351°7 ! J 
FEBRUARY .. 1,781°9 187°0 | 908-1 93-6 60-1 | 38-0 53°4 347-1 
MARCH 1,726-0 180°7 | 919°5 94°3 60°8 30: 52°6 | 349°3 
| | 





* Average weekly balances, nine banks. * Average of four or five weekly returns. * The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “ A Banker’s 
Diary,” Dec. 1928 issue.) * Prior to November 1928, “ adjusted” total of bank-note and currency note 
circulations. 
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NGS MENTRAL BANKS 1 Table I—cont. 


























OF £) a _ 
ERMANY | 3 | ARGENTINA 

Heras -OLAND | CZECHO- | ays INGARY raLyY | SWITZER-} gparn | AN saat — 
, 2 RUSSIA | POLANI | SLOVARTA| AUSTRIA |HUNGARY| ITALY LAND SPAIN JAPAN EA) FIER 
on | Office la Nacion 
3 44 20-0 12:1 | 6-7 2-4 71 49-2 19°5 103-2 108°8 96°38 
9 43 19-2 13:0 | 6:8 3-4 71 51°2 17:1 103°4 108-9 99-0 
1 4917-5 13-9 | 6-9 3-4 7:1 53°3 17°7 103-4 108-9 107-2 

2 49 15:7 14:0 | 71 4°9 71 54°6 18-6 103°4 108-9 97°9 

| } 

6 49 18-9 14:3 | 7:3 | 4-9 7:2 54°6 20°5 101-5 108-8 105-2 

3 6§ 19-0 14-4 | 73 | #49 7°3 55°4 19-1 101°5 109-0 96-1 

6 49 20-1 14°5 | 7:3 4-9 6-3 | 55:8 19°7 101°6 108-8 | 92-1 

3 TH 29-2 15-7 | 75 | 49 5:8 56-0 21:1 101°7 108:8 | 90-0 

| | 

8 7 30-2 16-1 7°7 4°9 5°8 56°1 23-6 101-7 107°3 | 87:9 1:3 
5 7H 33-2 16-2 7°7 4°9 5°8 56°3 22-2 97°9 91:7 | 87:9 1°3 
1 7H 34-3 16-2 77 ~«|~0 O49 5:8 56-3 22-9 97°9 89-2 | 87-9 1:3 
2 TE 38-5 16-2 | 80 | 4-9 5-8 56°3 22-9 98-0 89-1 87°9 1-3 
2 TE 41-7 16-2 | 8-0 4°9 5:8 56°3 22-9 98-0 90-2 | 87:9 1°3 
2 7% 48-0 16-2 | 86 | 4-9 5°8 56°5 24-2 98-0 88:9 | 87-9 1:3 
2 7% 51-2 16-2 | 8-6 6-2 5°38 | 56-6 25°4 98-1 88:9 | 87-9 1:3 
6 7H 51-2 13-0 | 8-7 6-2 5°8 57-2 25°4 98:2 | 85-1 87°3 0-9 
7 | 104 51-1 13-0 9-2 6:2 5:8 57-2 26°7 98-3 | 842 | 85-5 0:3 
2 10) 50-1 13-0 9-4 6-2 5°8 57-3 26°6 97-6 84°8 | 84:5 0-3 

} 
} | 

5 | 104 51-1 13-0 | 9-4 6-2 5:8 57°3 28°4 96-7 | 85:4 81:5 
8B | 10% 51-1 13-0 9-4 6-2 5-8 | 57°38 26-0 95:8 | 85°5 | 80°4 
9 | 10% 51-1 13-0 | 9-4 6-2 5°3 57°4 25°5 95°8 
7 | 10% 53-2 13-2 | 9-4 6°2 4°5 57°4 25-5 96-0 


} 





b those fi Denmark, Argentina and Japan, which represent the gold holdings at the end of ‘the month. 


Table IIIT GOLD MOVEMENTS 





ENGLAND can Suen —— 


t 7 “7% + ‘ | 
BANE OF UNITED KINGDOM UNITED STATES 
2 | pm 
| 











| | , | | ; TRANS- 
4 | Net mugen t+) Imports (+) | OUTPUT. 
m Influx (+) Imports Exports or Imports Exports | Or | wee 
ion| | or Efflux (—) Exports (—) | | Exports (—) Sas cunce 
£ millions £ millions £ millions £ millions | $ millions $ millions 3 millions £ millions 
— 2 — - —j——_E ae 2 
| | | | 
| | 
1928 | 
JANUARY .. + 3:9 | 4-1 } 2-2 +19 | 38-3 52-1 —13°8 3°6 
4 APRIL + 2-4 2:4 | 6 + 38 | 5:3 96-5 —91°2 3°5 
4 JULY ae + 2°1 4-9 1-9 + 3:0 | 10°3 74°2 —63°9 3°7 
: } OCTOBER .. — 5-2 3°3 9-4 | — 61 14°3 1-0 +13°3 3°8 
1929 
) | JANUARY .. —- 2 2-4 } 5:7 : = 3:3 | 48°6 1-4 +47°2 “7 
1 APRIL ..| + 4:7 3-3 8 +25 | 24-7 1°6 +23-1 3°7 
) JULY aa —14:°3 4°6 20°6 16-0 35-5 8 +34°7 3°8 
’ OCTOBER .. + 1°3 5-9 5°5 _ + 21:3 3°8 +17°5 3°38 
1930 
; JANUARY .. + 4:0 8-6 3-3 + 5:3 12-9 8-9 + 4:0 3-8 
‘ } MARCH + 4°8 7°9 2-6 | + 5°3 55°8 0:3 +55°5 3°8 
i APRIL + 6-6 88 | 30 | + 5:8 65-8 0-1 +65°7 3:7 
1 } May — 6-7 9-3 12°6 — 3:3 23°5 _— +23°5 3°9 
JUNE + 0-1 2°8 | 4:2 — 1:4 13-9 _ +13°9 3°8 
) JULY — 3°8 5-1 | 8-3 — 3:2 21-9 42°5 —20°6 3°9 
AUGUST + 2:3 5-0 4-4 + 0°6 19-7 39°3 —19°6 3°9 
SEPTEMBER — | 4-6 4-2 | + 0-4 13-7 i}-1 + 2°6 3°83 
OCTOBER .. +48 | 9°3 71 i + 2-2 35-6 9°3 +26°3 3°9 
| NOVEMBER — 5-0 | 8-5 89 | — 0-4 40°2 5-0 +35-2 3°8 
DECEMBER — 8-0 8-9 16-1 } — 7-2 32°8 _— +32°8 3°9 
1931 | | 
} JANUARY .. | — 7°5 7:3 16-2 | —89 | 384-4 — +34:4 3-9 
FEBRUARY + 0°6 6-4 5-9 | + 0-5 3-6 
MARCH ,, + 2°5 4° 3°4 1-3 } 3°9 
r to 
er’s 


ote 
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LONDON 
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| Discount Rates Treasury Bills 






























Week ending > > Be oo lp | 
Bank Rate I a, ae Bank Bills | —— | Weekly Tender Amount Amount 
- ~~" | $months | g menthe Rate | Offered Applied for 
Percent. | Percent. Per cent. Per cent. Per cent. £ millions £ millions 
1930 g 6 d. 
DECEMBER 6 3 1} 24 3t 2 4 3-25 45 51-0 
- 13 3 12 217 34 2 7 1:82 45 51-1 
” 20 3 1# 2% 34 210 3-41 45 59-1 
at 27 3 1? 23 3t 2 5 2-46 40 63-8 
1931 
JANUARY a saa 3 1% 2a§ 3t 2 211-11 40 49-8 
és 3 1t 245 34 2 3 4:45 35 54-1 
Pa xs 3 1g 243 3t 2 211-22 30 33-9 
a ee 3 13 23 | 3 2 5 11°43 30 | 53:9 
oa 3 14 | 28 } 3 | 2 8 5°77 | 30 54-0 
FEBRUARY 7 .. 3 li ld] OH 3t 2 8 837 | 30 | 44-2 
a ee 3 232 2h 34 210 7-15 | 30 35-4 
BF exe 3 2h 2% | 38 212 4-52 | 30 | 36-5 
os Me as 3 28 | 2h | 3t 213 8-02 35 41-4 
MARCH 7 3 1% 233 3t 212 4°71 | 30 51-9 
‘4 mS « 3 2% | 23 34 | 211 8-69 | 30 | 49°6 
%” Se ss 3 24 } 2 34 210 7:09 30 |} 69-0 
eS . ae 3 2k | 2% 3} 2 10 10-40 40 57°3 | 
APRIL S. ws 3 2% 232 | 34 212 3-58 40 | 58-0 
- BS ss 3 | 2th | 232 | 3¢ 211 6°46 | 35 48°9 
All figures given above, except oe 
Table V FOREI 
| j 3 
NEW YORK) MONTREAL) PARIS BRUSSELS | MILAN ZURICH | MADRID a 
$S$toz | $to£ Fr. to£ Belga to £ Lire to £ Fr. to Z | P*tasto £ 
| 
<ieaemeoeasi ——- saslianidasiaascaidict } 
| i 3 | 
PAR OF EXCHANGE... .. 4864 | res | 12g¢°2t | 35°00 92°46 25"2215 | 25°2215 
| | | ; 
| | | 
1928 | | | 
JANUARY i -. | 4°8758 4-8848 | 124-00 34-963 92-17 25-302 | 28-504 
APRIL a 4°8821 4°8805 124-01 34-953 | 92-53 25-332 | 29-118 
JULY . 4°8644 4°8745 | 124-18 34-979 92°81 25-255 | 29-511 
OCTOBER 4-8498 4°8506 124°14 34-895 92-61 25-200 | 29-970 
1929 
JANUARY oa 4- 4-8619 124-08 34-898 92-67 25-207 | 29-751 
APRIL .. aa ont 4-8887 | 124-21 34-950 92-70 25-215 | 32-928 
JULY. ° es 4° 4°8766 | 123-88 34-911 92-74 25-219 | 33-451 
OCTOBER 4°% 4-9243 123-89 34°874 92-99 25-176 33-586 
1930 | | 
JANUARY ‘aia 4-8697 | 4-9222 123-91 34-947 93-05 25-162 | 37-017 | 
MARCH .. 4°8632 4-8744 124-26 34-887 | 92-849 25-136 | 39-447 
APRIL “i ai 4°8635 4°8654 124°11 34°842 | 92-777 25-095 | 38-946 
May ie aa -. | 4°8590 4-7289 123-90 34-823 92-716 25-108 39-721 
JUNE ia * 4-8573 4°8587 | 123-81 34-829 | 92-759 25-086 41-347 
JULY 4-8656 4-8622 | 123-67 34-810 92-87 25-044 | 42-203 
AUGUST... 4-8707 4-8658 123-81 34°831 92-980 25-047 44-788 
SEPTEMBER 4°8614 4-°8558 | 123-77 34-854 92-829 25-048 45-307 
OCTOBER. . 4°8591 4-8536 | 123-85 34-845 | 92-804 25-020 | 47-141 | 
NOVEMBER 4°8565 4°8513 123-65 34-829 92-781 25:049 | 43-075 | 
DECEMBER 4°8534 4-8610 123-60 34-772 92-723 25-038 45-179 | 
| 
1931 | 
JANUARY wa ‘ 4-8551 4-8645 123-81 34-815 | 92-739 25-076 46-640 | 
FEBRUARY at a 4-8586 4°8591 | 123-94 34-845 92-807 25-180 5 
MARCH .. ne ee 4°8584 4°8590 | 124-16 34-879 92-742 25-246 













1 The old parity of 25:22) 
2 The old parity of 25-221! 
3 Berne until November } 
4 Average Oct. 1 to 
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moniATES Table ail 
Pee. a — _ —_ . —_ — — — — — . 
NEW YORK | PARIS | BERLIN AMSTERDAM 
— | | 
Market | | | Market Market Market 
Bank Rate Discount | Call Money | Bank Rate Discount Bank Rate Discount Bank Rate Discount 
Amount Rate } | Rate Rate Rate 
Applied for | | 
£uillion Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Percent. | Per cent. 
a ons | 
biti 2} 1# 2 23 2 5 43 3 1s 
B11 2t 1# 2% 2+ 2 5 42; 3 | 137 
59-1 2+ 1#% 25 24 2 5 48 3 l¥& 
$3.8 24 1# 2h 24 2 5 45 3 | 1g 
2 lit 28 2% | i 5 4% s | wap 
re 2 1# 14 2 1% 5 4H 3 | 1# 
33-9 2 1# 14 2 5 43 3 | 143 
75 2 1d 1} 2 2 5 4g 2H 1 
54-0 2 14 14 2 2 5 4 24 13? 
44:2 2 1# 14 2 2 5 4g 24 | 1s 
35-4 2 ly 14 2 2 5 4% 24 1¥; 
36-5 2 133 lt 2 1# 5 4g 24 ls 
41-4 2 lf 14 2 1# 5 43 oo. es 
51-9 2 l* 1% 2 1 | 5 4 24 1 
49-6 2 le ly 2 1% | 5 43 24 1 
69-0 2 1% 1# 2 1% | 5 4} 24 1 
57°3 2 1% 1% 2 l%& } 5 4i 24 | 14 
58-0 2 l%& 1% 2 1% | 5 4} 24 | lis 
48-9 2 1*% | 13 2 | l*& 5 4} 24 lt 
i } ee - . rae | : = prey 
except th ury y Bills, are averages of daily rates. 
FOREIRCHANGES Table V—cont. 
mfbaacrs 
: AMSTERDAM! BERLIN PRAGUE | WARSAW |STOCKHOLM) BOMBAY | KOBE RIO DE | BUENOS 
MADRID | | | | JANEIRO} AIRES 
? : Fl. to £ Rmk. to £ Kronen to £ Zloty to £ | Kr. to £ d. per Rupee | d. per Yen. d. per | d. per 
P’tas to £ Rasa moe deni: | irom es oe : ie, Bie! _|_Milreis. | Gold Peso. 
aid | 12°107 | 20°43 | 164°25 43°38 18159 ue 24°58 | 5°8997 47619 
? J | | 
28-504 12-087 20-461 164-49 | 43:505 | 18-138 18-09 23-10 | 5-918 | 47-83 
99-118 12-111 20°412 | 164°71 | 43-505 18-184 18:00 | 23-47 | §°923 | 47°81 
29-511 12°084 | 20-384 164-12 | 43-500 | 18-161 17°91 | 22-65 | 5-902 | 47-43 
29-970 12-096 20°364 | 163°63 | 43°313 18-138 18-06 22-88 | §°918 | 47°34 
| 
12-091 20-402 163-83 | 43-313 18-138 18:06 | 22-55 5905 | 47°41 
12-090 20°475 | 163-89 43-313 | 18-173 17-96 | 22-08 | 5-869 47°28 
12-086 20-359 163-87 43-308 18-098 17°82 22-54 5-873 47-23 
12-098 20-397 164-42 43-418 18-141 17°87 23°58 | 5-860 | 46°82 
37-01 12-102 20-387 164-56 43-398 | 18-136 17-93 24°25 | 5°525 | 45°04 
39-447 12-124 20-382 164-11 43-381 | 18-105 17°86 24-38 | §6:°707 | 42-24 
38-946 12:098 | 20-375 164-17 43-416 | 18-092 17°86 | 24-38 5-743 | 43-71 
39-721 12-081 20°365 | 163-97 | 438-353 | 18-111 17°83 24°39 | 5-864 43-04 
41 347 12-086 | 20-368 163-78 43-345 | 18-095 17-82 24-53 5-630 | 41°65 
42-203 12-093 20-383 | 164-06 43-382 | 18-097 17-82 24-39 5°368 40°50 
44-788 12-089 20-388 164-18 43-413 | 18-112 17-79 24-37 4-877 40-66 
45-307 12-067 20-407 163-82 43-376 | 18-093 17-79 24-41 4-980 40°37 
47-141 12-061 20-412 163-78 43-375 | 18-095 17°82 24-52 (5-119 38°49 
43-075 12-082 20-380 163-79 43-371 | 18:°101 17-79 | 24-50 4°845 38°65 
45-179 | 12-061 20-369 163-70 43-352 | 18°104 | 17°78 24°53 | 4°726 37°39 
46-640 | 12-066 20-419 163:91 | 43-312 18-138 17°78 24-48 | 4-461 34°49 
47-658 12-104 20-438 164-08 43-375 18-149 17-78 24°45 ; 4°255 | 35°60 
45-298 12-110 20-406 163-94 43°375 | 18-143 17°88 24-41 | 3-883 38°60 












ioned as from June 25, 1928. 
ned as from December 22, 1927. 


closed during remainder of month. 
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COAL PIG-TRON (1) STEEL (1 





Exports 








Production — Penta of Production Production 
Blast 
sii a at end of . sande 
Miliions of _— of measts T —— of oe of 
1928 
JANUARY .. aa ‘a os a 21°5 4°3 148 26 
APRIL ee ee o* os es 18-2 4°0 149 644 
JULY ad ie ae a ii 18-1 4°5 131 667 
OCTOBER .. ie os oe 21-1 5-1 136 756 
1929 
JANUARY .. igi ie ae oe 22-4 4°9 139 564 765 
APRIL - aa aa ice . 20-9 5-0 152 611 809 
JULY .. én ws ae es ne 21-1 6°3 167 672 805 
OCTOBER .. e< - ce ae 23-0 6:2 166 | 689 890 
1930 
JANUARY .. di i re ma 23-8 5-9 159 650 771 
FEBRUARY .. ee oe ee - 21-7 0 162 607 776 
MARCH a ay a‘ a ms 22-4 5-0 157 666 826 
APRIL wi Pe es a ea 19-7 4°6 151 620 696 
May ve at be ue ‘a 21-3 5°3 141 615 692 
JUNE ee ee a ae ee 16:9 4°2 133 563 600 
JULY wi ws ws ab aes 18-7 4:9 105 486 621 
AUGUST fice ae es ae ee 17-9 4°3 104 417 451 
SEPTEMBER. . es rr a es 19-6 5-0 104 425 581 
OCTOBER .. on oe ns i 21-0 5-1 96 415 512 
NOVEMBER .. es us ae ee 19°8 4-4 92 384 434 
DECEMBER . . - ea ae o* 20-7 4°6 76 350 337 
1931 
JANUARY .. a6 oe as es 19-2 3:6 83 337 402 
FEBRUARY .. és e< oe ee 18-9 3-8 81 320 486 
MARCH 3°38 81 357 500 
(1) Returns il 
Table VI BRITISH TRADE AND INDUSTRY—cont. 
OVERSEAS TRADE BANK CLEARINGS" UNEMPLOYMENT 
‘ ” 7 ; + Index 
2 . 3 Percent- Numbers Produ 
Imports Exports Re-exports London Provincial Total Compar- age of | on Live tion 
“ Country” ative insured Register (Quarter 
Total persons } 
£ £ £ p £ : unem- 0000's 1924 =# 
millions millions | millions millions | millions millions millions ployed omitted 
ail ti 5 ites } 
1928 
JANUARY.. 100-4 59°7 10°3 10°3 5-8 16-1 19-0 10-7 1,204 1057 J 
APRIL ee 96°8 55-3 11-0 10-5 6-0 16°5 19-2 9-5 | 1,081 1037 4 
JULY as 95°5 60:9 8°5 10-2 5:5 15:7 18-°5 11:6 | 1,259 954 J 
OCTOBER .. 102-7 64°3 8-9 10:2 5-4 15-6 18-8 11°8 | 1,339 1052) 
1929 
JANUARY.. 116: 66-9 9°8 10°4 5:5 15-9 19-1 12:3 | 1,427 1083) J 
APRIL - 104-2 60-2 10-4 10°5 5-3 15°8 19-0 9-9 1,159 11116 4 
JULY és 93-6 66°5 8-0 10°3 5-4 15-7 19-0 9-9 | 1,140 1083) J 
OCTOBER .. 110°3 64-6 9-1 10-3 5-1 15°5 18-9 10-4 | 1,218 1145 Q 
1930 
JANUARY... 101: 58°3 8-2 10-4 5-0 15°4 19-5 12-6 1,481 J 
FEBRUARY 88-2 51°9 8°6 9°8 5-1 14:9 19-4 13-1 1,518 1096 F 
MARCH .. 93-4 53-9 77 9°8 5:0 14°8 19-8 14-0 1,610 y 
APRIL a 83:9 46-9 7:8 10-4 4°7 15-1 20-3 14-6 1,678 A 
MAY we 91-0 51-0 9-1 9°8 4°3 14-1 19°22 15:3 | 1,745 100% y 
JUNE “s 83-4 42°8 79 9-2 4-2 13°4 18-5 15°4 1,841 J 
JULY es 85-2 50-7 6:7 10-0 4°3 14°3 19-9 16-7 1,964 RY 
AUGUST .. 79°9 42-8 6:3 9-0 4°0 13-0 18-3 17:1 2,036 9077 A 
SEPTEMBER 78°7 42°7 5-4 8-6 3°7 12-4 17-8 17°6 2,115 8 
OCTOBER .. 90-9 46-9 7°2 9-6 4-0 13-5 19-9 18-7 2,200 0 
NOVEMBER 79°4 44-1 6°8 9-4 4-2 13-6 20-2 19-1 2,274 93°) N 
DECEMBER 89-6 38°5 5:2 9-4 4:3 13-7 20-9 20-2 2,393 D 
1931 | 
JANUARY .. 75°6 37°6 6-0 9-9 4-2 14-2 22-1 21-5 | 2,614 J. 
FEBRUARY 63-6 31-8 5-9 9-1 4-1 13-2 20-7 21-7 | 2,628 F 
MARCH ... 70°7 34-0 5-4 8-9 4-1 13-0 20-4 21°5 | 2,625 a. 
1 Daily averages. * “Country ” clearings at London Clearing House. * Total clearings aaa 


“*Country ” and Provincial) adjusted, for comparative purposes, by application of Board of Trade ind ec 
number of wholesale prices (1924 = 100). ‘ Average of four or five weekly returns. * Reprinted by courte) 
of the London and Cambridge Economic Service. 
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Table VI—cont. 












WOOL 




















STEEL (1) f PACTURE HEREOF MACHINERY COTTON 
| Exports of Exports of Exports of Exports of Exports of 
Production Imports Exports Imports | Exports Yarns Piece Goods | Tops | Wool and Wool and 
| Worsted Worsted 
| Yarns Tissues 
Thousands of Thousands , Thousanas £ £ Millions of | Millions of Millions Millions Millions of 
Tons of Tons of Tons thousands thousands ubs. | Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
626 284 332 1,345 4,805 14°9 | 337°4 2°8 4:0 16°9 
644 253 344 1,464 4,143 13°8 314-8 2-9 3°7 10:0 
667 219 333 1,461 4,567 11°4 338-6 2°6 4°2 18-0 
756 261 377 1,488 4,402 15-1 334°0 2°5 4°5 12-7 
| 
765 244 421 1,627 5,078 16-9 379°3 | 3-1 3°6 18°6 
809 262 340 1,574 4,151 13-1 349-4 j 2-4 3°0 9-5 
805 237 376 1,687 5,066 15-0 355-4 | 2°2 5-1 17°5 
890 248 390 1,724 4,803 13°5 265-8 | 3°3 4°5 11-1 
771 310 352 1,514 4,456 13°2 } 313-2 2°7 3°7 14°1 
776 259 294 1,520 4,274 12°2 299-5 1:9 3-0 13-0 
826 280 338 1,712 4,224 12°7 281°3 2°5 3-0 9°8 
696 234 268 1,699 3,861 11°5 217-0 2°4 3-0 7:0 
692 234 295 1,853 4,471 12°4 218-1 1-9 2°5 7:9 
600 215 251 1,476 3,652 10°7 158°7 2-2 2-4 6°6 
621 199 303 1,415 4,440 11-0 197-4 2°7 3°2 10°1 
451 195 219 1,405 3,507 10:2 168-0 2°3 | 3-1 | 11-0 
581 224 200 1,214 3,061 9-1 | 142-7 21 3°1 | 9-6 
512 264 264 1,499 4,128 as? | 150°3 3°1 3°6 8-7 
434 210 204 1,145 3,520 11°0 | 130°3 2°5 3°8 | 8:3 
337 283 170 1,460 3,332 11°6 130-2 2°4 | 2°8 | 7°35 
| | 
402 222 167 1,181 3,280 11:3 155°6 | “4 | 2°4 10°4 
486 177 144 1,137 2,673 9°3 146-3 2°3 1°9 } 8-6 
500 210 170 1,246 2,874 10°8 136-4 | “4 2-2 | 6°8 
Returns iofNational Federation of Iron and Steel Manufacturers. 
i Table VIL_ COMMODITY PRICES 
j 2 
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HE  thirty-eighth annual general 
meeting of the Mercantile Bank of 
India, Ltd., was held on March 31 at 

Winchester House, E.C. 

Mr. J. M. Ryrie (the chairman) referred 
to the effect of the acute and world-wide 
depression on banks and other institutions, 
expressing the opinion that its cause was to be 
looked for in the catastrophic fall in prices. 

With regard to the position in India, he 
could only describe the course of events 
during the past year as depressing and 
deplorable. The damaging effects of the 
political agitation upon trade and finance 
were seen in every direction and particu- 
larly in the recently published Indian Budget 
figures. The relatively high value of money 
in India to that in London had attracted 
foreign money to that country for temporary 
investment in Treasury Bills, and _ this, 
together with rumours as to the future of the 
ratio, caused an unusual disparity between 
ready and forward rates of exchange. It 
was satisfactory, however, to learn from both 
the Secretary of State for India and the 
Indian Finance Minister that the Government 
of India would use all the means in their 
power to maintain the 1s. 6d. ratio in accord- 
ance with their statutory obligations. As to 
the political situation, before any new Con- 
stitution of the kind proposed could be set 


up there must be not only such co-operation 
between Indians themselves as would settle | 
the problem of minorities, but co-operation 
between the Indians and British, while 
British rights and responsibilities in India 
would require to be recognized and suitably 
safeguarded. India presented a problem of 
immense importance and difficulty, which it 
would take time to solve, but if it were madea 
party issue in this country the problem would 
be made all the more difficult of solution. 
As the fall in prices had naturally resulted 
in a reduction of the figures relating to the 
bank’s transactions, he hoped shareholders 
would consider the accounts satisfactory. 
The profit, it was true, was less by £44,000, 
but they had been called upon to provide for 
unusually heavy, bad and doubtful debts, in 
addition to further substantial depreciation 
in their Indian Government rupee paper; 
but after making the allocations recom- 
mended—the reserve fund being brought up 
to the round figure of {£1,500,o0o—the 
directors were able to recommend the usual 
final dividend of 8 per cent., less tax, on each 
class of shares, and the balance carried 
forward was practically the same as that 
brought in. The balance sheet, while re- 
flecting the depression prevailing last year, 
certainly presented a liquid state of affairs. 
The report was unanimously adopted. 
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HARCOURTS L*’ 


Subsidiary of Associated Electrical Industries Ltd. 


London Office and Showrooms : 
155 CHARING CROSS ROAD, W.C.2 


Have been supplied to the 
following : 


MIDLAND BANK—HEAD OFFICE 
LLOYDS BANK—HEAD OFFICE 
GLYN MILLS BANK 

DRUMMONDS BANK 

BANCA COMMERCIALE ITALIANA 
STANDARD BANK OF SOUTH AFRICA 
WILLIAMS DEACON’S BANK 
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The New Todd 
Cheque Signer 


Invaluable for Signing 
Large Numbers of Cheques 
and Dividend Warrants. 
Capacity : 
Single Unit Machine - 1,200 per hour 
Six Unit Machine - - 7,200 per hour 
Used by F 
Amalgamated Press, Ltd. 
Austral Development, Ltd. 
City of London Electric Lighting Co., Ltd. 


Montague Burton, Ltd. 
Polytechnic Touring Association, Ltd. 



























Underground Electric Railways Co. of London, Ltd. 

Chase National Bank of the City of New York 
(U.S.A.) 

Connecticut Mutual Life Insurance Co. (U.S.A.). 

Federal Trust Co. (U.S.A.). 

General Electric Co. (U.S.A.). 

Guaranty Trust Co. of New York (U.S.A.). 

Metropolitan Life Insurance Co. of New York 
(U.S.A.). 

Shell Petroleum Corporation (U.S.A.). 
























Full Particulars from: 


HALSBY & CoO. Ltd. 
6, St. Bride Street, E.C. 4 
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Heating and Lighting in Banks 


INCE the war, and in particular during the past 
S ive years, building owners have been paying 

very much more attention to the heating and 
lighting of new buildings. Both the Industrial Fatigue 
Research Board and Education Authorities have been 
investigating the effect of working temperature on 
efficiency, and have come to the conclusion that the 
worker or scholar does more or less useful work in 
direct relation to the rise or fall in the working 
temperature of the factory or school. It is now 
customary for parents before choosing a school for 
their children to make careful inquiries as to how the 
school is heated, what temperature is maintained, 
whether the dormitories are heated and so forth. 
This was not generally the case until very recently. 
The standard of comfort required in good modern 
buildings must now be taken as an air temperature 
of 65 degrees Fahrenheit, against a standard, say ten 
years ago, of 60 degrees Fahrenheit. In America of 
recent years buildings have been kept at as high a 
temperature as 75 degrees. It is doubtful whether 
such temperatures will be demanded in this country 
in the near future. The prevalence of sinus trouble 
which is so common among Americans is attributed 
by some authorities to the excessively warm dry air 
in the buildings which they occupy. 

The comparatively high air temperature which is 
now standard means that the interior finish of new 
buildings has to be specially designed to withstand 
it. In particular joinery, such as bank fittings, must 
be well made of seasoned wood, and it seems likely 
that more use will be made in the near future of 
reconstructed or laminated wood which does not split 
or crack. Bank counter tops present a problem of 
their own. More attention is now being paid to 
preventing heat loss through the walls, roofs, floors 
and windows of buildings, and although this means 
increased capital cost, it more than pays for itself in 
economy of fuel consumption. Cork insulation to flat 
or pitched roofs, plate glass instead of sheet glass, and 
inner wall linings of insulating blocks may now be 
found in first-class buildings. It is an established 
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fact that by insulating buildings and keeping them 
at a constant temperature by night as well as by day, 
and through week-ends and holidays fuel costs are 
surprisingly reduced. 

Boilers of more than ample capacity which are 
properly stoked, that is, with large low fires and properly 
arranged draught, also help to reduce fuel consumption. 
Ninety per cent. of the banking premises which have 
recently been built, or are now in course of erection, 
use hot water for their heating medium. Of these 
installations about seventy-five per cent. are fired with 
coke and the remainder with oil. Oiul-burning plants 
are more costly to install and the fuel costs average 
say thirty per cent. over the cost of coke; but the 
attention they require is very slight and they will 
continue working for long periods without any attention 
at all. They are rapidly becoming more efficient, and 
it seems likely that they will become more numerous in 
the near future. Oil-burning plants have been objected 
to on account of the noise. This is mainly due to the 
roar of the flame which is all the more noticeable since 
oil plants to be efficient must work intermittently. 
For banking premises this disadvantage is not so 
noticeable as it is in a private house, since noise is 
much more apparent at night when all is quiet. There 
are oil burners on the market now which make less 
noise than the circulating pumps which are used to 
circulate the hot water around the system; the low 
hum of an electric motor being one of the most penetrating 
sounds of all. 

There has recently come on the market a most 
ingenious and simple device which is absolutely silent, 
for accelerating the flow of water around a heating 
system. This consists of a primary circuit connected 
to a small tank. The main flow pipe is gradually 
constricted and then enlarged and a by-pass fitted, 
which increases the circulating effect of the water by 
24 times. The advantage of an “ accelerated ’’ system 
over a “‘gravity’”’ system is that all the pipes are 
smaller and thus the cost of installation is reduced. 
Where hot water is used for heating purposes, the 
warming effect is conveyed to the occupants of the 
building by means of radiators, by high temperature 
cast iron wall panels, and by low temperature ceiling 

P 























186 THE BANKER 











panels. Where oil firing has been used a master 
thermostat can be placed in a suitable position which 
controls the general heat of the building. During the 
last eighteen months a new system has been introduced 
which controls the flow of water to individual rooms 
by means of thermostats and electro-magnetic valves. 
This individual thermostatic control again means more 
capital cost, but may be considered worth installing 
partly owing to the increase in comfort and partly 
owing to the economy of fuel consumption. 

There is no doubt that low temperature ceiling 
panels have many advantages over radiators, one of 
the chief of these advantages being the extended life 
of paint work and decoration. The disadvantage of 
this system is the “time lag” or time that it takes 
the main structure to cool down after a rise in external 
temperature. This can be eliminated to a great extent 
by increasing the heating surface and reducing the 
temperature of the water flowing through the pipes. 
It is possible that thermostatic control may reduce 
this time lag still further so that low temperature ceiling 
panel heating may become more popular in the next 
five years. Low temperature panel heating can also be 
effected by embedding electric wires in the ceiling or 
walls and, although this has not yet been extensively 
used, it would seem a very suitable method of warming 
a small branch bank in a district where electricity is 
cheap. The chief difficulty of applying this system to 
a large building is that of obtaining an adequate supply 
of electric current throughout the year, owing to the 
difficulty experienced in obtaining a supply of current 
during winter months at the time of the “ peak load.” 

The artificial lighting of banking premises is very im- 
portant, because they are found almost entirely in towns 
and on corner sites, where their natural light is darkened 
by other buildings. In an effort to present an imposing 
front to the street the great majority of modern banking 
premises are designed with a very small proportion of 
the front given up to the windows which light the 
banking hall, although in the last few years there seems 
to be a tendency to design banks with a front more like 
that of a shop, which means, of course, greatly improved 
natural light to the banking hall. 
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As motor-cars were at first influenced in their design 
by the dog-carts that preceded them so electric light has 
not yet shaken itself free from the traditions of gas 
lighting. Gas lighting meant a revolution in lighting 
principles, since the gas point had to remain fixed, with 
the result that electric lighting, although in effect as 
mobile as lamps or candles, is still suffering from the 
static tradition of gas lighting. Moreover, gas lighting 
introduced lighting by means of a few points of high 
intensity, whereas effective lighting can best be obtained 
by a large number of points of low intensity which are 
carefully distributed. 

With the coming of the National grid supply, which 
is being completed far more quickly than is usually 
realized, the price of electric current will be progressively 
reduced, so that the question of consumption of current 
may be more and more disregarded and “ effectiveness 
of light’ will be of more consequence than efficiency. 
There is no doubt that lighting by means of candles or 
lamps is a restful form of light and in many ways the 
most “ effective’’ since the lamps or candles can be 
placed exactly where the light is needed. 

The colour of light given by any lighting scheme is of 
greater importance than is generally realized. Yellow 
light may be said to be the most restful, and red light to 
give the most pleasing effect, and the colour of the light 
to be obtained from any system should be carefully 
considered in relation to the decorative scheme employed. 
Lamps can now be obtained in a large range of colours, 
so that a suitable light can be provided for almost any 
given wall colour. The effect of a white light in a yellow 
room is that the light is yellow, but the effect of a yellow 
light in a yellow room is that the light is white. 

Although there has been a serious effort to provide 
effective lighting in a large number of banks which have 
been built since the war, the lighting of some of the older 
banks still leaves much to be desired. It would not be 
a great matter to bring these up to date. Almost any 
member of a bank’s clerical staff if asked to-day what he 
considered to be the most important point to be incor- 
porated in a new bank would answer “ give us desk 
lighting.”” But efficient desk lighting still seems to be the 
exception rather than the rule. 
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Indirect lighting, such as cornice lighting, does not 
seem entirely suitable for banks, even if combined with 
desk lighting. Apart from excessive current consump- 
tion, one of the chief disadvantages of indirect lighting 
is the heat which it generates, which can become almost 
unbearable in summer. Indirect lighting, where there are 
no bright spots visible, has a further disadvantage of 
having an extremely soporific effect on anyone working 
in that light. 

It would seem that “ desk lighting,’’ combined with 
diffused bracket lighting, is the most suitable for small 
banks and may be expected to become very much more 
general. For the larger banks where the banking halls 
are very lofty some form of hanging light must be added 
to the “ desk lights ”’ and brackets, or else the effect will 
be very gloomy. Bank lighting must always be a 
compromise, since the bank staff require one form of 
light, yet the ‘‘ atmosphere” of the bank, on which 
lighting can have a very material effect, is most im- 
portant from the customer’s point of view. There is no 
doubt that customers can be unconsciously attracted to 
a bank which has a pleasing effect by artificial light. 

It would not seem that “artificial daylight ”’ is 
entirely suitable for banks, although once the staff 
have become used to working by “ artificial daylight ”’ 
they would find normal lighting trying to their eyes; 
customers could not be expected to appreciate this 
form of lighting, since they would have no opportunity 
of getting used to it during their short visits to the 
bank. It might be that “ artificial daylight ’’ could be 
employed for the desk lighting with advantage. 

Strong-room lighting at the moment is in the same 
state of flux as bank lighting, and it is becoming more 
common to use normal conduits and fittings in strong- 
rooms, which are controlled by an external switch, to 
which a pilot light is fitted, to show when the current 
is passing through the strong-rooms. Flexible leads are 
the greatest source of weakness in modern lighting 
systems, and it would therefore seem unwise to depend 
on these at the one point where mechanical efficiency is 
most required. However, if strongrooms are tubed, some 
precaution would seem necessary to stop water finding its 
way into the strongrooms through the conduits, in case 
of a flood. 
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Post-War Bank Architecture 
By Professor C. H. Reilly 


"D cantres is no doubt that in the rebuilding of the 
centres of our towns—which, with the creation of 
new working-class suburbs, has been the most 
prominent feature before the eyes of all of us since the 
war—the banks have played the foremost part. It is 
equally true to say that, on the whole, in their new build- 
ings the banks have set a new standard for our com- 
mercial architecture. Before the war, in such structures 
we were far behind the United States and most of the 
European countries. It is difficult now to picture the 
pre-war office building without refreshing one’s memory 
by visiting one. Those erected at the beginning of the 
century were mostly in some stage of evolution from the 
domestic counting-house type of building. They had not 
entirely thrown off the idea that a block of offices was 
something entirely different in its requirements from a 
living house. Undoubtedly the lift was in use, but it was 
generally to be found as a sort of afterthought in the 
well of the staircase to be used only when available 
as an alternative method of vertical communication. 
It certainly had not reached its present supremacy in 
our larger buildings, where the staircase is relegated to a 
mere emergency adjunct in case of fire or other accident. 
Corridors were dark and lined with lavatory tiles in 
the vain attempt to make them more efficient for their 
purpose. The actual offices in which the work was done 
were, in the case of the clerks, of any shape however 
uncomfortable, and in the private rooms much the same, 
except that in them a roll-top desk and a Turkey carpet 
were added as the recognized symbols of management. 
It was, I think, the great block of offices erected by the 
Cunard Company in Liverpool just before the war which 
first set the new standard. In it direct axial planning 
with its emphasis on vistas, which till then had been 
reserved as the privilege of public buildings and Palladian 
mansions, was applied on a grand scale. No doubt the 
rectangular form of the site, due to the shape of the old 
dock in which the building was placed, made this a 
comparatively easy matter, but once it was demonstrated 
that an office building of the first class gained by arrange- 
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ments in their essence architectural, no one in the future 
was going to be content with dark dog-legged corridors 
if they could be avoided. In the same way no one was 
going to be content with waiting for the single lift in any 
large building. Batteries of lifts placed side by side, 





VIEW OF.HEAD OFFICE OF THE MIDLAND BANK AS IT WILL 
APPEAR WHEN COMPLETED 


first used on any scale in the Cunard Building and in the 
Royal Liver Building built on a neighbouring and similar 
site, became the essential feature that they had long been 

1 America. So did the great hall of architectural pro- 
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portions and character for any office building to which 
the public had access in large numbers, such as a bank, 
a shipping or insurance office. This hall placed in the 
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VIEW OF BANKING HALL OF THE MIDLAND BANK LOOKING 
TOWARDS THE POULTRY ENTRANCE 


centre of the ground floor meant an internal court above 
it to give it top light, and that in turn meant straight- 
forward corridor planning on the upper floors round the 
court. The great bank or commercial building in this 
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way became a fine architectural opportunity to be finished 
throughout with the clearness and care of the private 
mansion. In consequence from being the work of 
inconspicuous city architects and surveyors great banks 
and blocks of offices. have become during the last ten 





THE MAIN ENTRANCE, MIDLAND BANK, POULTRY 


years the ambition of, and gradually a recognized field 
for, the leading architectural talent in the country, or at 
any rate what is generally considered to be such. If 
one stands in the centre of the roadway in front of the 
Royal Exchange in the City to-day, one is surrounded by 
a display of great buildings by nearly all our leading 
architects save Sir Giles Scott. The architect members 
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of the Royal Academy, indeed, are particularly well 
represented, nearly every architect R.A. and A.R.A. 
being connected with one or other of great piles which a 
generation ago, save possibly the Bank of England, 
would have been entrusted to much humbler folk. 
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LLOYDS BANK NEW HEADQUARTERS, CORNHILL FRONTAGE 
The pavement in front of the Exchange is, therefore, 
not at all a bad spot from which to start our short survey, 
and to make a preliminary estimate of the general 
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character of our new bank architecture. One notices 
at once that all the new buildings are classical in general 
character, and that most of them are bedecked with 
great columns little as these to-day have to do with the 
structure. The only one that is not so decorated is the 
Midland Headquarters, stretching from Poultry to Princes 
Street, by Sir Edwin Lutyens. Both the new building 
of the National Provincial Bank by Sir Edwin Cooper 
and that of Lloyds by Sir John Burnet and his partners 
have great ranges of columns starting high up on the 
building facades and certainly adding great weight and 
impressiveness to the scenic effect, however unnecessary 





PERSPECTIVE DRAWING OF BANKING HALL, LLOYDS BANK 
NEW HEADOUARTERS 


they are to the construction. Indeed, the great columns 
of its great neighbours tend to make the smaller ones used 
by Sir Herbert Baker in the new portion of the Bank of 
England seem a little trifling. It is hard to judge the 
Bank of England as a whole from the small portions 
already exposed (one of which was dealt with pretty 
fully last month), but one gets the impression at its 
present stage that the new building is rather of a doll’s- 
house character compared to that of the other new 
banks. This is due partly, I think, to its smaller scale 
(not smaller size), partly to its sloping domestic roof, 
and partly to the variety of shapes its architect has 
introduced into its windows. In comparison with the 
great frowning cliffs of Lloyds, the Midland and the 
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National Provincial, it certainly has at present a some- 
what playful toy-like appearance. When all the voids 
are filled, and we feel the total mass, the effect may be 
different. 

One cannot help feeling as one looks round that all 
this great display of classical architecture is a little 
unreal and theatrical, good as it is. The Midland facades 
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SAP Siete Balboa ene 
MARTINS BANK, LIVERPOOL HEADQUARTERS, ELEVATION TO 
WATER STREET: COMPETITION DRAWING 
of rough rusticated stone piers and arches—-a very 
sophisticated roughness—are really the most satisfying 
after the first glance. They seem more modern and 
straightforward, with the result that the building they 
clothe is more of our age than these great becolumned 
palaces. When one examines them closely, too, one 
soon discovers the paler amount of real feeling for design 
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their author, Sir Edwin Lutyens, has put into them. 
At present Sir Edwin Cooper’s great National Provincial 
building overpowers the half-finished Poultry front, but 
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fTHE LOMBARD STREET FRONT OF MARTINS BANK 
the Princes Street one, which is complete, stands up to it 
nobly enough. 

The National Provincial Bank, on a great triangular 
site at the corner of Poultry and Princes Street, has, 
of course, the most commanding position, and Sir Edwin 
Cooper has made the most of it. This building, from 
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which the scaffold has just been removed, is in my 
opinion not only the most striking, but the best of 
his great works in the city. The plain massiveness of 
his attic storey devoid of windows (being lit from above) 
is very telling, as is the strong short, slightly concave 
front, at the apex facing the open space. The great 
order of columns, too, which flanks the returns, if a 
little theatrical, is impressive, though some of the detail, 
such as the wreaths on the entablature above each 
column, is a little small. All this plain strong stuff 
stands on a ground floor rich with Italian detail in the 
manner of San Micheli, and contrasts admirably with it. 
This building is certainly to-day the dominating structure 
at the very centre of the City, and although it offers 
little that is new, being safely based on well-known 
precedents, and perhaps because of that, it holds its 
position without any vulgarity or over-emphasis. Be- 
tween it and the new Lloyds and with the Midland in 
the background, the Mansion House and the Royal 
Exchange certainly look a little stale and blowsy—a 
little like elderly ladies in the decorated fashions of 
thirty years ago. Whether when a really new modern 
functional building is erected here in the heart of the 
City, these modern classical banks, which look so fine 
to-day, will look equally passé and for the same reason, 
that they are so consciously artificial, is an interesting 
speculation. 

The other three of the six great banks are not repre- 
sented by a new building at this particular point. Martins, 
however, have a very pleasant new brick structure in 
Lombard Street by Sir Herbert Baker, adjacent to 
Lloyds. This building follows the example of the two 
private banks recently rebuilt, Messrs. Lazards and 
Messrs. Hambros, in putting up a semi-domestic looking 
structure in a Wren-like manner. No doubt with their 
great new headquarters in stone in Liverpool, bigger 
probably as a single block of building than any of the new 
London headquarters, Martins felt that a more private 
type of bank, with its partners’ room near the main 
entrance and therefore easily accessible to friends, was 
more suited to the London office with its old family 
associations. 

Barclays is the only bank of the great six which has 
not rebuilt its chief offices within the present century. 
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So far it appears to rest content with several large 
buildings of a Victorian voluptuousness in their external 
architecture, but this will not be for long, I fancy, now 
that the other great banks have their new and more 
elegant palaces. The Westminster bank has during the 
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SKETCH OF THE WESTMINSTER BANK NEW HEADQUARTERS 


last ten years built a couple of large he adquarters build- 
ings, both designed by Mr. Arthur Davis, one in Lothbury 
with the main entrance facing up Bartholomew Lane, 
and the other in Threadneedle Street. Both are Italian- 
ate structures of great distinction of detail. The latter 
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has a fine plain rusticated facade which suits admirably 
both the curve and the narrowness of the street, for the 
architect gets by means of the curve a fine effect out of 
the richness of his great cornice, while the narrowness of 
the street justifies both the plainness of his main wall— 
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a great relief in the City—and his concentration of 
interest at the ground floor level. His great building 
in Lothbury was not so simple a problem owing to 
surrounding ancient lights. However, he has been able 
to put up a fine mass facing the open space of Bartho- 
lomew Lane, and has made the rest of his facade lead 
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n Martin's Bank Headquarters there 


has been installed a system of Panel 





Warming automatically controlled 






by Magnetic Valves. The boilers 


are oil fired and work in conjunction with Thermal Storage apparatus. 


Balanced ventilation is provided by a combined inlet and extract 
system, with conditioned air supply to the Banking Hall and other 


public rooms. 


The modern principles upon which these installations have been 
designed are equally applicable to the largest Bank building, of which 
Martin's is an example, as fo the smaller branches to the design of which 


so much architectural talent is now devoted. 


RICHARD CRITTALL 


AND COMPANY LIMITED 
43, BLOOMSBURY SQUARE, LONDON, W.CA1. 
& ROYAL LIVER BUILDING, LIVERPOOL 
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THE MIDLAND BANK BUILDING AT HENLEY-ON-THAMES 
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admirably to this climax. The few columns Mr. Davis 
uses are much smaller than those either on the facade 
of Lloyds Bank or on that of the National Provincial, 
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Messrs. Glyn, Mills & Co., 
Whitehall, London, S.W. 


Fitted with 30 Kinnear Shutters 
on Door and Window Openings. 


Architects : Messrs. Wimperis, Simpson & Guthrie. 
Contractors : Messrs. Trollope & Colls, Ltd 


Recent contracts for Kinnear Shutters for use on Bank premises include the following: 


Messrs, Barclays Bank Ltd. 

Messrs. Coutts & Company 

Messrs. Martins Bank Ltd. 

Messrs. Midland Bank Ltd. 

Messrs. National Provincial Bank Ltd. 
Messrs. Westminster Bank Ltd. 


Sole Manufacturers : 


ARTHUR L. GIBSON & CO., LTD. 


RADNOR WORKS, Strawberry Vale, TWICKENHAM 
Telephone: POPESGROVE 2276 (two lines). 


Branch Offices : 


MANCHESTER : 90 Deansgate BIRMINGHAM : 11 Waterloo Street 


(City 3138). (Midland 5973). 


GLASGOW : 121 West George Street (Central 1559). 
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and for that reason they seem in these days of severer 
architectural logic more easy to justify on the grounds 
of pure decoration. 

The main innovation in the interiors of all these great 
banks is that more care has been taken to make the 
great banking halls, to which the public are admitted, 
architectural conceptions. In the older banks this hall 
was merely a sea of clerks’ heads among a forest of 
columns, the whole enclosed within a large straggling 
apartment of no particular shape, to a counter in some 
corner of which the public came. Though every 
little branch bank in England very wisely “does not 
yet aim at an impressive banking hall, as is the case 
in America, in the chief of our new banks we have 
obviously been influenced by the American development 
of the great banking hall. In all these a symmetrical 
hall, or series of halls, is now provided down which the 
public can walk. It is a great improvement in con- 
venience and at once expresses the dignity of the institu- 
tion. We have not yet gone as far as America in dis- 
missing all but the counter clerks to other storeys with 
which electrical communication is maintained, and that 
is perhaps as well. The vast American banking hall 
with its great height and solemnity, and its bare half 
dozen or so clerks, is apt to look a little tomb-like, with 
the clerks as custodians of the mausoleum. Our English 
compromise in this, as in so many things, seems to me 
better and wiser. It is for a similar reason I feel that 
Sir Edwin Lutyens’ two banking halls leading one from 
the other in the Midland building are so satisfactory. 
Though rich, they look workmanlike and do not in any 
way suggest, as some American banking halls do, the 
strange rites of a Masonic temple. 

It is impossible in one short article to mention a tithe 
of the great bank buildings, let alone the smaller ones, 
which have been built since the war in all the chief 
centres. The new Glasgow headquarters of the Union 
Bank of Scotland ranks probably next to Martins 
Liverpool headquarters, both in size and in the impressive- 
ness of its architecture. It is a strong and simple mass 
with firm outlines and very good drawing in its classical 
detail. These two, Martins at Liverpool and the Union 
Bank of Scotland at Glasgow, are the only provincial 
examples to which individual reference can be made. 
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SANITARY EQUIPMENT FOR PUBLIC BUILDINGS 


SPECIALISTS IN THE MANUFACTURE OF HIGHEST 
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FIRECLAY AND FITTINGS FOR BANKS, THEATRES, 
HOSPITALS AND GENERAL DOMESTIC USE 
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For the rest I should like to draw attention to the general 
improvement which has taken place during the last ten 
years in the ordinary small branch in country town or 
suburb. Ten years ago the great majority of these were 
very pretentious little structures, trying to call attention 
to themselves by an array of unnecessary columns which 
a great building might carry off but which in a small one 
was bound to seem ridiculous. If the site were a corner 
one not only was there a corner door out of scale with 
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\ GEORGIAN BRICK BUILDING, THE SALE BRANCH OF 
THE DISTRICT BANK 


the little banking hall into which it led, but generally 
with some small dome or tower over it still further to 
emphasize the corner of the building at the expense of 
the rest of the structure. It seemed to me too in those 
days that the interior of the ordinary branch bank, with 
its polished mahogany partition, its obscured glass and 
its general ornateness was, unconsciously no doubt, 
taking the public-house as its model. Then came the 
early small cinemas which outdid even the branch banks 
in garishness. At this a useful reaction followed towards 
a simpler type of design which every succeeding year has 










A. & F. MANUELLE LIMITED 


Quarry Owners, Granite, Marble & Stone Merchants, 
4 & 6 THROGMORTON AVENUE. 
Telephones: L O N D O N : E ° C ° Telegrams : 


METRO: 5196 (2 Lines) FELDSPAR STOCK LONDON 


CONTRACTS RECENTLY EXECUTED or IN HAND 


ANGLO SOUTH AMERICAN BANK — BUENOS AIRES. 
NATIONAL PROVINCIAL BANK — PRINCES ST. 
BARCLAYS BANK — PENTONVILLE ROAD. 
IMPERIAL CHEMICAL HOUSE — MILLBANK 
THAMES HOUSE — GROSVENOR ROAD. 
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“TURK” SYSTEM DRYING COMPANY, LTD. | 


Patent Process). 
Telephones Contractors for DRYING NEW BUILDINGS, DAMP Telegrams: 
PADD. OS811, 1006 ROOMS, BASEMENTS, STRONGROOMS, Etc. “KILNS (PADD.) LONDON.” 
Registered Offices: Bakerloo Chambers, 304, Edgware Road, W.2. 


Drying System at work during the construction of the Safe Deposit 
of the New Midland Bank Headquarters. 
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emphasized, but whether this reaction was a case of 
post hoc or propter hoc to the public-houses and cinemas 
it is impossible to say. Instead of little buildings then 
which might be the lodges to some ornate and pompous 
classical palace, discreet Georgian ones began to appear, 
and with them brick was no longer the despised material 
it had been as far as banks were concerned. — These little 
Georgian structures, to which clever architects could give 
sufficient variety, suited admirably the Georgian character 
of our country towns. Numberless good examples leap 
to the mind, such as the delightful little branch for the 
Midland in the main street at Henley by Messrs. Whinney, 
Son & Austen Hall, and the whole series of District banks 
by Mr. Francis Jones. These banks are homely and wel- 
coming, and at the same time dignified. One does not feel 
with them that one is approaching a Carnegie Library or 
a public convenience at Blackpool, which was the appear- 
ance often given by the ornate little becolumned structures 
of ten years ago. This Georgian character for small 
branches is certainly the happiest yet devised, but one 
cannot rest content even with it, good as it is. It is 
still a form of fancy dress, though fancy dress of a very 
discreet type. The next development, I hope, will be 
a certain modernizing of its detail, such as the Swedish 
architects have already achieved by allowing themselves 
a little more freedom, but without loss of dignity. For 
this development I look chiefly to the work of those men 
in whose bank buildings it is already apparent to a certain 
extent. They are Mr. Darcy Braddell, Mr. Oliver Hill 
and Mr. Edward Maufe. 





